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Sensational Single Unit 
Coffee and Tea Maker 


Tea experts laughed when we told them they could make per- 
fect tea in a vacuum type coffee maker. Said they - “It just 
can't be done. Good tea requires boiling water. Hot water 
rising from below “bogs” down the flavor. Boiling water must 
be poured or sprayed over the tea leaves to release their 
rich delicate flavor.” 


When we showed these experts the vented upper bowl 
which forces the water to boil before it rises to the upper 
bowl and the Tea Spray which sprays boiling water down on 
top of the leaves, these experts hailed us as wizards. “This”, 
they said, “is the first perfect tea maker produced in 1600 


years of tea drinking.” 4 USE THIS ¥ 


And now we announce a second major triumph. A single unit USE THIS MAKING 
that is both a Silex Glass Coffee Maker and a revolutionary WHEN 
Silex Spray Tea Maker. MAKING 


The upper bowl of this new unit is vented and is provided | } CORRE TO MAk 
with a vent-hole closure. To brew perfect coffee, close the 
vent hole and use the patented Silex Coffee Filter. To brew Close 
tea, open the vent hole and use the Silex Tea Spray. vent 
hole by 
sliding 
closure u; 








To introduce this new double purpose unit, it is being offered until February 29th, 1940 at an 
especially attractive price. 


Electric Model (8-cup size black trim) $970 VALUE Special Price $495 


All specials are also available in 10-cup sizes and with the new startling ivory trim or in red 
trim at slightly higher prices. 


Kitchen Model (8-cup size black trim) 947° vatue Special Price $295 


The double purpose model is a “natural.” And at true bargain prices every family will buy. TO MA 
Profit from this sensational opportunity. Place your order now. 
PYREX BRAND GLASS. HANDY UPPER BOWL HANDLES. Open 


vent 
hole by 


THE SILEX COMPANY - HARTFORD, CONNECTICUT sliding 
“Creators of the Glass Coffee Maker Industry “ closure 


down 


Use 
e Silex 
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Spray 
ry x 


REGIS EB vs. . OFF, 


Use 
patented 
cokfee 
filter 





This page is reserved under the MSA PLAN (Manufacturers Service Agreemen 








Se Ain 








Inuary 4, 1940 Public Utilities Fortnightly 





3ARBER BURNERS 
or Successful Gas Conversion Jobs! 


No other burner has the superb combustion efficiency of 
the famous Barber Jet. Barber Burners deliver 1900° flame 
temperature on atmospheric pressure, literally scouring 
the heating surface with a direct action flame, intense and 
perfectly controlled—without wasting precious B.T.U.’s on in- 
termediate refractory elements. That’s logical, isn’t it? That’s 
why they generate more resultful heat at lower fuel cost. And 
that’s why they generate sales appeal, sound customer relations, 
freedom from servicing—all GOOD BUSINESS for YOU! 


Standard Models come in 8 
es for round grates 12” to 34” 
diameter. There is also a 
He range of sizes for oblong 
tes. All burners easily and 
rectly adjustable to grate di- 
msions. Listed in A. G. A. 
ectory of Approved Appli- 
es. Ask for Catalog and 
ce List on Conversion Burn- 
for Furnaces and Boilers, 
tner Units for Gas Appli- 
es, and Gas Pressure Regu- 
ors. 


E BARBER GAS BURNER CO.,, 3704 Superior Avenue, Cleveland, Ohio 


e BARBER&SZ“SBURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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change from metal address plates to Elliott 
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change in one year. This book will be 
mailed free if requested on your business 
letterhead. 


The Elliott Addressing Machine Co. 


157 Albany Street, Cambridge, Mass. 





~<éVirginia Electric Power Co., Richmond, Va. 
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Pages with the Editors 


A we go into what we hope—with some 
trepidation—will be a Happy New Year 
for all, we find that the year 1940 marks the 
completion of twenty-five years’ service by 
Public Utilities Reports, Inc., publishers of 
this magazine. This quarter-century of service 
to professionals and all others whose work 
requires constant information on the progress 
of public utility regulation, closely parallels 
a quarter-century of record progress in public 
service generally. 


Tue period between 1915 and 1940 un- 
questionably witnessed an era of phenomenal 
expansion of these industries. It was an era 
which not only completely overshadowed the 
past but set a standard as far as the rate of 
progress is concerned, which may well stand 
for decades to come. 


Anp public utility regulation, a completely 
new professional specialty, born in 1907 out 
of a blur of shadowy common law precedents, 
has kept pace pretty well with the industrial 
march of progress. Critical laymen often con- 
demn the law, and any professional line that 
stems from the law, as backward looking. Life 
goes on, they say, but the law must be dragged 
after it, often unwillingly. 


¥ 


U YeLL, however debatable such censure 

may be in the general field of jurispru- 
dence, the brief span of twenty-five years re- 
veals remarkable ingenuity and approach for 
utility regulation. So much publicity has been 
given to the classical quarrel over different 
valuation theories for rate-making purposes 
that a casual observer may get an erroneous 
impression that public utility regulation has 
been chiefly distinguished for promoting liti- 
gation and going around in circles. 


Ir just isn’t true. Even the casual observer 
can find this out for himself by idly thumbing 
through the volumes of Public Utilities Re- 
ports since 1915. Serious and unavoidable 
problems connected with public utility regula- 
tion have arisen. But after running their 
course of contention many have been settled— 
yes, settled. 


NATURALLY, problems that have been settled 
do not get much publicity—at least of a con- 
tinuous sort. But it is obvious that the four 
great urban utility services—gas, electric, 
telephone, and transportation—could not have 
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© Harris & Ewing 
G. W. LINEWEAVER 


The Reclamation Bureau is getting into some 
pretty deep water on its recent power program. 


(Sre Pace 13) 


grown from a modest investment, in terms of 
millions, to the colossal size of more than 
thirty billions of dollars invested, without 
plenty of problems arising. There were the 
problems of territorial and operating rights; 
problems of service, of rates, of securities. 
Today America has the finest and best patron- 
ized utility service in the world, generally 
speaking. This could never have come about, 
no matter how smart technicians were, if the 
regulatory authorities had not done their part 
of the job. 


Anp there were complications. From 1915 
to 1940 we have had two wars, one in which 
we participated as a nation. We have had an 


economic depression unprecedented in_ its 
severity. There have been boom periods and 
technical developments which revolutionized 
industrial trends almost overnight: The 
avalanche of electrical appliance distribution 
during the twenties; natural gas pipe-line de- 
velopment; the advent of radio; and the rapid 
transition of transit rolling stock from steel 
tracks to rubber tires. All these have caused 
violent fluctuations in the tempo-of utility in- 
dustrial development and, correspondingly, a 
constant shifting of accent in the progress of 
utility regulation. 





ANOTHER USER SAYS "THE EXTREME DUCTILITY OF 
J&L SEAMLESS BOILER TUBES MAKES THEM EASY TO INSTALL" 


e Olson Water and Towing Company, New York City, operates a fleet of six steamers. Naturally 
ir operations depend upon keeping these boats on the job. So when boiler repairs are neces- 
;, they want the work completed quickly and economically. That’s why this company uses 
L Seamless Steel Boiler Tubes. 
fr. John G. Olson, general manager, writes: ‘“‘We have previously installed your tubes in 
eral of our tow boats and have always found them to be entirely satisfactory in every respect. 
e boiler makers recommended J & L tubes very highly because of their extreme ductility 
ich makes installation very easy. 

J & L Seamless Boiler Tubes are safe and dependable. Their longer life and increased efficiency 
pp boilers on the job. Your J & L distributor has a complete line of J & L 

amless Tubes. He is listed in the Classified Telephone Directory under 

Boiler Tubes.” Call him for quick service. Write today for a copy of our 

iler Tube Bulletin. 


DNES & LAUGHLIN STEEL CORPORATION  - + 


AMERICAN IRON AND STEEL WORKS 
PITTSBURGH, PENNSYLVANIA STEEL 


J&L—PARTNER IN PROGRESS FO AMERICAN INDUSTRY 
® 
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8 PAGES WITH THE EDITORS (Continued) 


ick up Annual Digests of Public Utilities 
P Reports for the years 1915 and 1916 and 
what do we find? A tremendous preoccupa- 
tion of the various state commissions with the 
problems of valuation because of the sky- 
rocketing of prices during the World War 
period. We find, also, considerable activity 
wi'h respect to security issues. 


Now skip a couple of years and pick up the 
volume for 1920. What were most of the cases 
about then? They chiefly had to do with rate 
structures. Gas and’ electric companies were 
going through the ordeal of finding rate de- 
vices which would equitably express such 
factors as demand, service charges, and so 
forth. The valuation controversy had quieted 
down somewhat and things were positively 
quiet along the security issue front. 


Six years later—1926—witnessed other 
trends in motion. There was a sharp pick up 
in security issue cases reflecting the scramble 
for new financing in that hectic era of ex- 
pansion. But even more troublesome at that 
time was the problem of adjusting operating 
rights through cer‘ificates of convenience and 
necessity for competing bus lines over the 
complaints of competitive rail service. 


THEN came the first real depression year of 
1930 and both rates and valuation dropped off 
to an all-time low, as reflected in reported 
cases. Later on during the depression both 
items picked up as the various state commis- 
sions began to experiment with temporary 
emergency rates and other devices; and the 
general pressure for reducing rates was trans- 
la‘ed into court and commission opinions. 


DurING recent months the once great prob- 
lem of competing carrier certificates has 
dwindled to a fraction of its peak in 1928 for 
the simple reason that most of the lines have 
now become established and their regulatory 
worries have shifted into other fields. All in 
all, public utility regulation has probably been 
the most dynamic of all branches of law 
during the last quarter-century and who knows 
what the future will bring! Public utility 
regulation may have its faults but inertia is 
certainly not one of them—not yet, anyhow. 


¥ 


WwW if one is satisfied not to look too 
far into the future, he may find some- 
thing to his liking in the leading article in this 
issue by Francis X. WEtcH of our editorial 
staff. In the course of this article, Mr. WELCH 
has taken down his perennial crystal ball from 
the shelf and made some provocative fore- 
casts for utilities from the Washington point 
of view during the year 1940. 


¥ 


W: present another forward-looking arti- 
cle in this issue on the prospects for a 
continuation of the Federal reclamation power 
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ALBERT W. ATWOOD 


Is a big corporation necessarily an undesirable 
corporation? 


(SEE PAGE 26) 


It was written by G. W. Line- 
WEAVER, veteran Virginia newspaper man, 
who may be more easily remembered by 
readers of the ForTNIGHTLY for his service as 
secretary of the Federal Power Commission 


from 1934 to 1936. 


program. 


¥ 


LBERT W. Atwood, whose article on the 
legendary character of the big corporation 
bugaboo begins on page 26, was for many years 
chief editorial writer of The Saturday Evening 
Post and is now active in literary, educational, 
and civic affairs in the District of Columbia. 


¥ 


a the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THE Federal Power Commission discusses 
the various tests of navigability in determining 
whether an order should be issued to conserve 
and utilize the navigation and water-power 
resources of a river. “(See page 1.) 


Tue Kentucky Public Service Commission 
investigates the desirability of promulgating a 
uniform rule with respect to power-factor 
corrective equipment for fluorescent lighting 
and lighting equipment with similar load 
characteristics. (See page 11.) 


THE next number of this magazine will be 
out January 18th. 


Ar Goletawes 
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How The Kolect-a-Matic Ledger 
Slashes \42Y DOLLARS 


From Merchandise Accounts 


A NEW BOOKKEEPING 
PRINCIPLE THAT SPEEDS UP 
ACCOUNTS RECEIVABLE 
TURNOVER Af 


Your profit on merchandise sales is 
pretty much dependent upon the mer- 
chandising cycle. The faster the circuit 
from cash to inventory to accounts re- 
ceivable to cash the more rapid the 
turnover of your investment. And the 
greater your profit! 


It follows that executive attention must 
center now on proven ways to speed 
up this trip from cash to cash. 


Here is the most successful way ever 
devised. It puts responsibility for col- 
lections where it should go — right on 
the record that takes the entries of pay- 
ments on account — right on the led- 
ger. It is the most significant contribu- 
tion to bookkeeping procedure since 
the invention of the accounting ma- 
chine. 


ai C 
oecr AMAT 
A PRODUCT OF 


BUFFALO 
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The Kolect-a-Matic Visible Ledger ages 
accounts for instant analysis. It flashes 
existence of delinquency the moment 
it develops. It tells you immediately 
the extent of past due payments and in- 
dicates the action to be taken. It may 
be posted by hand or by machine. 


No other ledger can do all these things 
for you. Until you know the application 
of Kolect-a-Matic visible signaling to 
your accounts receivable, both open 
book and installment, you are, frankly, 
unfamiliar with the finest tool available 
now to modern bookkeeping. 


Bring yourself up to date. Get the facts 
about the Kolect-a-Matic Ledger. A 
‘phone call to our nearest branch will 
bring you lavishly illustrated literature. 
Or if you prefer, write Remington Rand 
Inc., 465 Washington St., Buffalo, N. Y. 


Remington Rand Inc. 


NEW YORK 


Branches Everywhere 


(Manufacturers Service Agreement) 
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Lowest Cost?... NO! 
Highest Quality? 
emphatically YES! 


VULCAN VALVE HEAD, LG-1 


he Vulcan Automatic Valve Operat- a EE TE 
ng Head is an advanced development 
Mor the high and ever increasing higher 


ssure and temperature conditions 
encountered in modern steam plants. 
implicity is the keynote in design and $s © oO T B L oO Ww E R $s 
onstruction. A piston valve steam 
ctuated thru a pilot valve provides 


ositive operation—makes Vulcan . . e e e 
meumetic Wands sie quatkis ie —are built with but one object—to provide industry 


head in Soot Blower Design in the E i P . ‘ , ee 
st 15 years. with the highest quality equipment of this type it is 


possible to build. Every steam plant offers new 
problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
Vulcan installations are soundly designed, individually 
designed to do.their work efficiently and economically— 
to cut fuel costs and provide real savings 


VULCAN VALVE ASSEMBLY in steam production. 








ulcan Valves of completely corrosion 
istant materials and stainless steels 


re designed for immediate accessi- 
lity; they are so successfully de From the desks of design and layout 


igned that of thousands in use no engineers to drafting room to factory 
Ive of this type has ever failed in craftsmen and to field service, Vulcan 
teed Vulcan construction permits personnel takes pride in providing a per- 
ptation to every increase in pres- sonalized installation, built co exacting 
re for modern boilers—no valve stems 
0 break—no opening or closing aghinst standards for long service and economical 
team pressure—no_ regrinding of operation—backed by a record of lowest 
Ives is ever required—valve packing maintenance. Ask the Vulcan Engineer 


treed bo pigs —e hm representative why Vulcan must build 
w ulcan pioneer Under : 

» Supperte Watts have elimianted to highest standards only. 

arpage of elements. : VULCAN VALVE DETAIL 





ulcan Soot Blower Corporation * Dubois, Pa. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MonrTAIGNE 








“It is hoped that public outlets will be available for 
Shasta [dam] power.” 


¥ 


“The radio has abandoned the new world war with 
almost indecent suddenness.” 


e 
“Why not revive Passamaquoddy to generate power to 
shoot rockets to Germany ?” 


¥ 


“In 1913 the cost of all government in the United 
States was $34 per family. Now it is $540 per family.” 


¥ 


“... if you ever dominate the airways and give any- 
body absolute control, you have got control of the United 
States of America...” 


¥ 


“Thus far the TVA has made a splendid record in low 
rates and efficient service, despite the constant private 
utility warfare against it.” 


¥ 


“America’s only contribution to the theory of political 
science is our Federal system; making that Federal sys- 
tem work is America’s greatest contribution to the art 
of government.” 


¥ 


“American banking has been placed in an anomalous 
position in recent years by its conscientious opposition to 
government spending on the one hand, and its practical en- 
couragement of it on the other.” 


¥ 


“The whole fight of the power companies is centered 
on the concealed objective of preventing the American 
people from knowing what it really costs to produce, 
transmit, and distribute electricity.” 


» 


“IT am convinced ... that if the development of water 
power does succeed in demonstrating the social possi- 
bilities and advantages of cheap power, the long-time re- 
sults will be helpful to the fuel industries.” 


12 
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Burroughs | 
ELECTRIC DUPLEX CALCULATOR 






DOES THE 
COMPLETE JOB 


IN A SINGLE 
HANDLING OF THE 
FIGURES 








This new Burroughs Electric Duplex Calculator— I N D I Vv I D U A L 


omplete with direct subtraction and two sets of 
Accumulating dials—saves needless steps in han- 4 Oo T A L 
ling any accounting job. There isno second han- 
ling of the figures—no time or effort wasted. The 
wo following examples illustrate typical savings: IN LOWER DIALS 


INVOICING PAYROLLS bs 


ace Se Cat een ae enn eet Any amount in lower dials 
rand total; computes the dis- pos teegnni’ pape caly ce peg may be added to, or sub- 
ma rm oe = minus key, subtracts this total tracted from, the amount 
ount from the gross to give the from the gross to give the net pay in upper dials by touching 
phy MER all in one handling RRP in one handling of the the plus key or minus key 





or the Result of a 
Single Calculation 
















ther calculating jobs can be handled with-equal be 


speed and simplicity. For a demonstration—or GRAND TOTAL 


ull information—call the local Burroughs office. 
' or the Net Result 
URROUGHS ADDING MACHINE COMPANY 


6936 SECOND BOULEVARD, DETROIT, MICHIGAN I N U P P 3 R ) l A L S 
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14 REMARKABLE REMARKS—( Continued) 
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“The transit industry represents no small amount of 
payroll, $300,000,000 a year, and the taxes—that is, the 
contributions under unemployment compensation laws— 
is somewhere in the neighborhood of $9,000,000 a year.” 


¥ 


“Transportation .. . should be one integrated establish- 
ment with simplified harmonious rate schedules which 
would be fair to the public, fair to shippers, and would 
provide both rails and trucks with sufficient revenue to 
live, grow, and prosper.” 


¥ 


“All that recent thunder on the left seems to be coming 
from a family brawl between the communistic com- 
munists and the noncommunistic communists. Few are 
registered and even some of those are probably using pen 
names; the rest are ‘fellow travelers’ who either just 
went along for the ride or got taken for one.” 


¥ 


“The unemployment compensation part of the Federal 
program has placed a new burden upon the industry 
[transit] that will be out of all proportion to benefits 
received by transit employees, unless the laws of the vari- 
ous states put into operation a variable tax program that 
will recognize the low cost of unemployment benefits to 
transit employees.” 


¥ 


“In our desire and rush to meet our needs we have un- 
fortunately not always built intelligently. There was no 
direction to our efforts. We permitted too much to depend 
upon chance. Personal and political consideration often 
determined the types of public works we undertook. 
Little heed was given to the future. We were too busy 
trying to meet the needs of the day.” 


¥ 


“Notwithstanding the fact that fundamental differ- 
ences of opinion will probably always exist between 
privately and publicly owned utilities, it does not neces- 
sarily follow that we should allow different political and 
economic points of view to interfere with other equally 
important phases of our business relations, which con- 
cern us jointly as operating utilities engaged in providing 
an essential service of a quasi public nature.” 


Ss 


“The railroads may be likened to a patient suffering 
from a long list of complications. The chief trouble is 
competition from unregulated transportation facilities, 
most of them enjoying some sort of subsidy. Gradually, 
at first, and then rapidly, the railroads have seen their 
freight and passenger traffic go to coastwise shipping, 
river transport, inland waterways, busses, trucks, private 
automobiles, pipe lines, and airplanes.” 


anuary 4 
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“Check the Facts about Lumbermens— 


It’s Given Us Fine Service and Saved Us 


Money.” 


Here’s why Lumbermens 


offers public utilities greater 
value on Boiler: and Ma- 


chinery Insurance. 


@ When you name Lumbermens to handle 
your Boiler and Machinery Insurance, you are 
getting reliable protection in a strong, legal 
reserve, mutual company (assets over $30,- 
000,000, net surplus more than $4,500,000). But 
more than that, your equipment will receive 
thorough, regular inspection service by highly 
qualified men. 


Lumbermens inspection engineers bring to 
your plant the judgment and ability to see 
beneath the surface that are gained only 
through wide, practical experience. They have 
established reputations for their ability to 
foresee and forestall accidents. 


As you might expect, this splendid inspection 
service and its record of accident prevention 
is an important factor in reducing insurance 
costs. It is one of the reasons why Lumber- 
mens always has been able to return substantial 


dividends to Boiler and Machinery policy- 
holders. 


It will pay you to find out more about Lum- 
bermens financial strength and service and 
how a Lumbermens policy may reduce your 
insurance budget. We will be glad to tell 
you of the complete advantages if you will 
fill out the coupon below. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 
Operating in New York as (American) Lumbermens Mutual Casualty Company of Illinois 


Save with Safety in the “World’s Greatest Automobile Mutual” 





Lumbermens Mutual Casualty Company, Mutual Insurance Bldg., Chicago, III. 


Please send me full in- 
formation about Lum- 
bermens inspection ser- 
vice and tell me how I 
may save money on my 
Boiler and Machinery 
Insurance through 
Lumbermens. 


Address 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 


DECISIONS AND RULINGS OF THE 
With t 
United States Supreme Court raved 
“eee int United States Circuit Courts inna wie 
of Appeals operat 
COVERING United States District Courts ALPHABETICAL cating 
FIFTY YEARS State Courts CLASSIFICATION vented 


Federal Regulatory OF SUBJECTS i 
AN EXHAUSTIVE Commissions .e its ses 
SURVEY OF State Regulatory Commissions A GREAT REVIEW filled 

Insular and Territorial Regu- foreig 
THE LAW 


* oe! A GREAT SERVICE the v 
latory Commissions of the 














WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. |B wow 


Tenth Floor, Munsey Building, Washington, D. C. ba 
Canadian 


PRO 
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hoose NORDSTROM VALVE 


oa 
——e 
q 


























PATENTED 

a -- A “Sealdport” 

DR Lubrication 
SS —___ 





ADVANTAGES 






1. Quarter-turn. Opens or closes valve. Quick- 
est to operate. 







2. Simplest design. Fewest parts. Nothing to clog. 


3. "Sealdport" lubrication. Provides proper lift- 
ing of plug by positive pressure and maintains 
unbroken seal surrounding the ports. 








4. Streamlined flow. Minimum resistance to line 
flow. 







5. Full-floating plug. Always easy to turn. Non- 
freezing. 






6. Lapped plugs. Lapped into the bodies by 
exclusive patented methods, assuring precision 
fits. 






7. No exposed seat. Plug rides on pressure 
lubricant seat from which it is never separated. 












8. Non-sticking. Powerful hydraulic action per- 
forms triple function; lifts plug to turn easily; 
lubricates; and seals valve. 



























With their pressure lubrication features, Nord- 


strom Lubricated Plug Valves provide for 9. Pressure-checked. Impossible for line fluid 
hydraulically jacking the plug free in the or lubricant to be blown out through lubricant 
event of its sticking. They also provide easy ducts when lubricant screw is removed. 
operation under high line pressure by lubri- 

cating the rubbing surfaces. Leakage is pre- 10. Check valves. Two or more ball checks in 
vented by the introduction of a plastic, viscous shank are positive means of preventing leakage 
seal of lubricant between the plug and its regardless of pressure. 

seat. Because the plug is never separated from 

its seat without the space being automatically 11. Special lubricants. Special compounds to 


filled with lubricant, it is impossible for any 


: ; ot ific needs. 
foreign matter to enter. This feature protects en ee 


> Rag from corrosive and erosive action 12. Factory-tested. Every Nordstrom receives 
o* che Tine comets. drastic factory tests to assure sustained service 
Ask for Catalog in the field. 


MERCO NORDSTROM VALVE CO. 

CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Cousins Main Offices: 400 Lexington Ave, PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


PROD | OTS Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants ° 






* EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators * Pittsburgh Meters for 
* Gasoline, Grease. Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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The careful investor judges a 
security by the history of its 
‘performance, 


-KERI E 


in Mes catan ofa ealthiey of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires‘and cables. 


Kerite is isa seasoned security. 
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|-PRESSURE CONTACTS 


characterize all 


R&T E swirewne Equipment 


he Hi-Pressure contact, a feature originated by 
he Railway and Industrial Engineering Com- 
bany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
netal oxides, etc., with each operation and a clean 
netal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
ree from the arcing or spitting which interferes 
ith proper radio reception. 


he original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
onditions for many years. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 








ECONOMICAL 
LINE CLEARING 
by Drained Men 
and beied Methods 


ASPLUNDH 


TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Ogontz 3750 


Columbus, Ohio 
Adams 5432 


Chicago, Illinois 
Randolph 7100 


Alexandria, Va. 


Binghamton 4-5314 Alexandria 3581 


Write for our illustrated booklet : 


‘“‘LINE CLEARING”’ 


























Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 

public utility regulation in the United States, 
with emphasis upon the expanding role of the Federal 
Government in the regulation of public utilities, its 
activities in undertaking power projects and pro- 
moting rural electrification, and the issues involved 
in governmental ownerships. The well-rounded treat- 
ment and critical viewpoint will be of aid to all who 
are interested in evaluating the present status of 
public utility regulation, its strengths, weaknesses, and 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 


Munsey Bidg. Washington, D. C. 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms .. . all 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. 
A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-14. 











The EGRY REGISTER Compan 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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It's an Impressive List 


O one could scan a list of the utilities that use 
N Exide-Chloride Batteries without being impressed 

with the great number and importance of the 
companies represented. 


And if the management of each were to be asked why 
they chose the Exide-Chloride, the answer in each case 
would probably be the same—because the unusual con- 
struction of this battery assured unfailing dependability 
and comparative freedom from maintenance throughout 
an exceptionally long life. Write and let us tell you 
about these characteristics. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 








ANGAMO TYPE L-2 METERS SINGLE DISK 


he Type L-2 two-element meters com- TwO-ELEMENT METERS 


prise two complete electro-magnetic 
" Helements driving a single disk. They are 

, designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 

space requirements. Electrical char- 
acteristics meet all the requirements TYPE L-2-S 
for modern meter accuracy and per- co aR 
formance. 


y i 


“WU ce.’ token 1 ome a hommconel iy -W, Bf 


SPRINGFIELD, ILLINOIS 
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Which onedo Youwant? 











OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [iq and Carbon Corporation 
The word “Eveready” is the trade-mark of National Carbon Co., Inc. _ 
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More Income js to the point, gives the 
salesman @ whole battery of facts in the 
briefest possible form, shows him how to 
pring those facts to bear in order to overt- 
come every type of sales resistance. Here 
are some of the subjects treated: 


Picture of your prospects, who they are and 

where they are; picture of their motives, 

why they buy and why they don’t; Picture 

of their minds, what they know and don’t 
as ranges; 

se 

What chance have 

this year?; And now let’ 

average kitchen; How women 

with oven-heat-control; Fac 





New as it is, this sales manual 

most used and best liked of all Ro 
tools. It is today standard equip 
salesmen, inspiring them with whole-hearted enthusiasm, 
giving new ideas which they can convert into bigger sales. 


what sales executives are saying 
“Hearty commendation!” _.. “Treasure chest of concise factual 
on!” “Much im YW? woe 
cture!” --- “Received by salesmen 


materially!” --- “Compliments for achievement!” re contri- 
bution to the building of the industry!” 


ic gas 
how effectively you 
ial sales. 





MOSTAT COMPANY 
YOUNGWOOD, PA 








eagerly, enthusiastically: eke “Should increase Our sales 


TAL APPLIANCES Hidden Losses 
tothat which More Income 
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Dig Anywhere 


YOUR 


Anytime tm 


Every day, more Pu 
Utilities are realizing 
“Clevelands” are setting 
new high in Ditching P 
formance. 








They like the compactness ; 
mobility of “Clevelands”’—th 
modern, dependable construct 
which eliminates dead weif 
and increases effectiveness. 


They respect their speed andt 
way “Clevelands” have cof 
through for them on difficult jo 
for “Clevelands” have definit 
saved them money on their ditt 


ing. 


You, too, can “go to town” w 
“Clevelands” special Trailers give truck-speed transportation “Clevelands.” Let us tell youh 


at Low Cost. Machines load and unload on Trailers in 10 


to 15 minutes. and why, there is no obligation 


THE CLEVELAND 
TRENCHER COMPANY 


"'Pioneer of the Small Trencher" 
20100 St. Clair Avenue 
Cleveland, Ohio 


W@W CLEVELANDS «© 
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BUT WE'VE 
GOT RESEARCH 
... SO what can 


E.T.L.do 
for us? 


e E. T. L research and testing 


can be a valuable aid to utility AT THESE LOW RATES 


You Can Really Afford to Carry 

‘ Ample Life Insurance Protection 
By taking advantage of E. T. 

L.’s extensive testing facili- Seteiae policy that ape yt you for your 
ties, you can avoid heavy in- y, Ra ee 


research departments. It does 
not replace them. 





also has cash and 


i i i Per $1,000 
vestment in special equip- Monthly Rate Pet 


ment. You pay only for the 
service you use—do not have 
funds tied up in expensive, 
seldom used apparatus. 








Over forty years experience in 


testing has specially qualified THIs low-cost policy cannot be issued in 


us to handle competently most amounts less than $2,500. 
j At age 35 a $10,000 policy costs you only 
testing or research problems $12.80 per month and will pay your benefi- 


that may arise. ciary either $10,000 at your death or a 
monthly income for life. Write us for full 
e details, stating age. Use the coupon below. 


. and on new developments ne i More than $995,000,000 Insurance in Force 


cooperates with the utility in providing THE LINCOLN NATIONAL LIFE 


an authoritative, independent check on 
new developments—new processes. INSURANCE COMPANY 


We work with you to help you deter- FORT WAYNE INDIANA 
mine actual service conditions—then ITS NAME INDICATES ITS CHARACTER 
test against them. * According to actuarial experience 





ELECTRICAL 

TESTING dain gee 

LABORATORIES [iteteteeee teers rd 

East End Avenue and 73th Street 
New York, N.Y. 
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.. the lowest cost PAPER 
.. or the lowest cost WORK 


A trifle saved by using ledger paper not good enough for the 
purpose is truly “‘paper profit’”’. For the slight gain often 
means a serious loss of the smooth, efficient, accurate per- 
formance essential for low cost account and record keeping. 


WAVERLY LEDGER, a Weston Paper, is made especially 
for hard working and important accounting forms and rec- 
ords. It has the strength and durability of 85% rag content 
combined with a perfectly finished surface that keeps records 
neat, legible and in excellent condition. 


Put your next order of forms on WAVERLY LEDGER. You'll 
soon be an ardent WAVERLY booster. 
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For ECONOMY AND SAFETY 


USE 
SPRAGUE CAST IRON GAS 


METERS AND REGULATORS 


IN 


MANUFACTURED, NATURAL 
AND BUTANE GASES 


THE SPRAGUE METER CO. 


BRIDGEPORT - - CONNECTICUT 


cite 


. * PRODUCTS 


THE SUPERIOR SWITCH BOARD & DEVICES CO. 
CANTON , OHIO 


wk Beanifgcti¢ CHG * 
















; METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 
METER TRANSFORMER ENCLOSURES 
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CARPENTER 


ASTER-LIGHTS 


FOR REPAIR CREWS 


> 


MORE IMPORTANT 0 . 
THAN EVER BEFORE 


Portable hand searchlights for repair, 
spection and emergency crews. 


Many dry and rechargable batt 
types. Write for descriptions. 


TYPE WS 


"A Master-Light For Every Need” 


FOR 


YOU OWE YOUR MEN THE BEST THERE IS REPAIR CAR 


FASTER—BETTER LINE REPAIRS 


Roof mounted searchlight 
for repair, inspection and 
emergency cars. Mile 
range of 360° at any 
height. No gears to wear 
or rattle. Inside one-hand 
lever control with light 
beam parallel to lever. 


* 


MANUFACTURERS OF TYEE)" 
WORLD'S MOST POWERFUL 

HAND AND AUTOMOBILE 

SEARCHLIGHTS 

Buy direct from manufacturer Sent on approv 


Write for folder or sample light 


CARPENTER MFG. CO 


197 SIDNEY STREET — CAMBRIDGE, MA} 
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Mig 


ae is Y 
RESIST CORROSION 


aera yon 


STAY SMOOTH INSIDE 


™~ 





| \ohns-Manville TRANSITE DUCTS 


7 FOR LOW-COST ELECTRICAL DISTRIBUTION 
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Save Money 
All the Way Around 
with 
INTERNATIONAL 
Tractors 


Pe 


* 
oe 


bat 


] 


Tractors that are in there getting results every 
minute, that stand up to the toughest job—those 
are INTERNATIONAL. More and more users 
are getting these tractors on their side—turning 
the economy, stamina, dependability, and long 
life of International TracTracTors and Wheel 
Tractors into profits for themselves. 


The more you see these outfits at work, the 
more you'll understand how International Har- 
vester’s sound engineering and quality construc- 





A 7'%-foot hole in 
45 seconds — that’s 
what the Interna- 
tional T-20  Trac- 
TracTor equipped 
with this hole digger 
and pole setter is 
capable of doing. 


tion pay out on the job. The features built into 
every model in the line add up to more work per 
day and important savings on every operation. 
Ask the nearby International industrial power 
dealer or Company-owned branch for full in- 
formation. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 


180 North Michigan Avenue Chicago, Illinois 





ee 
= 
ae | 
\2 
a, 
KAI 
PY 


NS 


SA 
WS 





ENGINEERING COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORE 
Canadian Hoosier Engineering Company, Lid. 


RECTORS OF TRANSMISSION LINES 
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COLLECTION CONTROL 


ACCT’S RECEIVABLE 


t METER DEPOSITS 


Closer Control 


with this all-around accounting method 


The accuracy and speed of the International Electric Account- 
ing Method are proving ideal for all phases of public utility 
accounting work. By this modern method, entries are made as 
transactions occur. These entries are classified and reclassified 
mechanically, as often as necessary. No additional handling, post- sot 


ing or writing are required. terist 
more 


At the close of each accounting period, operating reports are B.C 
prepared automatically. Special reports and analyses are also pro- how 


duced from the same media with accuracy and great speed. tees 


International Electric Accounting Machines will also prepare ngs 


your Payroll, Pay Checks, Statements to Employees, Earnings BERvVI 
Records, Federal O.A.B. Reports, and State Unemployment From 
Compensation Reports. ARK) 
Insta 
There is an International Representative as near as 


your telephone. Call him today. 
INS 


NTERNATIONAL BUSINESS. MACHINES CORPORATION 


General Offices se Branch Offices in 
590 Madison Avenue, New York, N. Y. Principal Cities of the World 
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tandard Factory Fabricated 
WIRES and CABLES 


For Residential, Farm, Apartment House, Store and other Com- 
mercial Properties. With greater uniformity in physical charac- 
teristics and higher quality, they assure easier, speedier and 
more profitable installation at the lowest possible cost. 


. B. C. Armored Bushed Cable 


Most suitable for installation where water pipe grounding sys- 
tem is available. 


RESFLEX Non-Metallic Sheathed Cable 


Better suited for installation where water pipe grounding system 
is not available. 


RVICE ENTRANCE CABLE 
From power line to service switch. 


ARKWAY CABLE, Non-Metallic and Metallic 


Installed at lowest cost underground without other protection. 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 








CONTROL CABLE 
DROP CABLE 
LEAD COVERED 
CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER COVERED 
POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 


CABLE 
WEATHERPROOF 
WIRE 
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Teamed 


ip 


Si 


C-370 f 


An Elliott condenser and the Elliott ejector unit that wor 
with it, make a team that’s tough to beat. They are d 
signed for each other and for the job they have to perfom 


The surface condenser shown above is typical of Ellio 
production. It is an 18,200 sq. ft. unit, built to serve 
20,000 kw. turbine for Ohio Edison. The ejector shov 
with it is a twin two-stage unit with surface type inte 
and after-condensers, such as is dependably maintainin 
vacuum on many surface condenser installations. 


In meeting your specific conditions, use the skille 
cooperation of Elliott engineers. Write us. 


ELLIOTT COMPAN 


Heat Transfer Department, JEANNETTE, P 


District Offices in Principal Cities 


CONDENSERS and STEAM JET EJECTOR: 
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{ Mid-West Shippers Advisory Board opens meeting, Chicago, IIl., 1940. 





Y American Institute of Electrical Engineers will hold winter convention, New York, 
N. Y., Jan. 22-26, 1940. 





Y American Society of Heating and Ventilating Engineers will hold annual meeting and 
International Heating and Ventilating Exposition, Cleveland, Ohio, Jan. 22-26, 1940. 





Loe ges ‘ieee Association will convene for session, Minneapolis, Minn., Jan. 
23-25, 





1 — of Delegates, American Bar Association, opens mid-winter meeting, Chicago, I[Il., 





q{ National Electrica! Manufacturers Association will hold mid-winter conference, 
New York, N. Y., Feb. 5-9, 1940. 





q National Aeronautic Association of the U. S. A. convenes, New Orleans, La., 1940. 





¥ American Engineering Council opens meeting, Washington, D. C., 1940. 





{ Louisiana Engineering Society opens annual meeting, New Orleans, La., 1940. 





{ EEI Prime Movers Committee will hold session, Detroit, Mich., Feb. 5, 6, 1940. 





{ The Board of rn of the Investment Bankers’ Association of America concludes 
3-day meeting, Rye, N. Y., 1940. 





4 Southern Gas Association will hold annual convention, Hot Springs, Ark., Feb. 12-14, 
1940. 





b | phe England Gas Association will hold annual convention, Boston, Mass., Mar. 14, 15, 
940. 











. 


{ American Society of Civil Engineers starts convention, New York, N. Y., 1940. > 
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tth An Elliott condenser and the Elliott ejector unit that wor 
ee with it, make a team that’s tough to beat. They are d 
signed for each other and for the job they have to perfom 


2 The surface condenser shown above is typical of Ellio 
production. It is an 18,200 sq. ft. unit, built to serve 
20,000 kw. turbine for Ohio Edison. The ejector sho 
Si with it is a twin two-stage unit with surface type inta 
and after-condensers, such as is dependably maintaini 
vacuum on many surface condenser installations. 


In meeting your specific conditions, use the skille 
cooperation of Elliott engineers. Write us. 


ELLIOTT COMPAN 


[ Heat Transfer Department, JEANNETTE. PA 


370 | District Offices in Principal Cities 


CONDENSERS and STEAM JET EJECTOR) 
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{ Mid-West Shippers Advisory Board opens meeting, Chicago, IIl., 1940. 





¥ American Institute of Electrical Engineers will hold winter convention, New York, 
N. Y., Jan. 22-26, 1940. 





V American Society of Heating and Ventilating Engineers will hold annual meeting and 
International Heating and Ventilating Exposition, Cleveland, Ohio, Jan. 22-26, 1940. 





{ Minnesota Telephone Association will convene for session, Minneapolis, Minn., Jan. 
23—25, 1940. 





1 pg of Delegates, American Bar Association, opens mid-winter meeting, Chicago, Iil., 





q National Electrica! Manufacturers Association will hold mid-winter conference, 
New York, N. Y., Feb. 5-9, 1940. 





q National Aeronautic Association of the U. S. A. convenes, New Orleans, La., 1940. 





¥ American Engineering Council opens meeting, Washington, D. C., 1940. 





q{ Louisiana Engineering Society opens annual meeting, New Orleans, La., 1940. 





{ ZEI Prime Movers Committee will hold session, Detroit, Mich., Feb. 5, 6, 1940. 





{ The Board of Governors of the Investment Bankers’ Association of America concludes 
3-day meeting, Rye, N. Y., 1940. 





Siehere Gas Association will hold annual convention, Hot Springs, Ark., Feb. 12-14, 
1940. 





1 pond England Gas Association will hold annual convention, Boston, Mass., Mar. 14, 15, 
940. 











{ American Society of Civil Engineers starts convention, New York, N. Y., 1940. > 




















Courtesy, Allis-Chalmers 


The Octopus of Light 


This weird-looking object is one of the latest type glass tubes 
used for rectifying electric current. It is known as a 
100-kilowatt, 600-volt rectifier unit. 





Public 
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The Washington Outlook 


For Utilities—1940 


The New Year, beset with the uncertainties of international hostilities and 

a national election which is bound to be bitterly contested, presents an un- 

usually difficult task for the would-be prophet who attempts to forecast the 

fate of the utility industries in Washington during 1940. Conceding this 

handicap, this author nevertheless concludes that the utilities have some 

valid reason for expecting a relatively satisfactory, if not exactly happy, 
New Year. 


By FRANCIS X. WELCH 


HE year 1940 is bound to bring 
headaches to everybody in all 
lines of business and all walks of 
. The reasons are obvious: There 
s the war in Europe with its unavoid- 
ble impact upon our national economy 
nd public psychology. Next, there is 
e general election which even at this 
Barly date has all the politicians tearing 
heir hair trying to figure out the va- 
ious angles. These are going to be 
listurbing factors—to put the matter 
mildly. But disturbing factors are 
othing new to the utility industries. 


Indeed, by reason of the law of aver- 
ages, or the theory of compensation, or 
some other intangible force, it looks 
as if the utilities are in for a relatively 
quiet year in Washington. First of all, 
there is the question of what Congress 
may do. At this writing it does not 
appear that Congress is going to do 
very much either for or against the 
utilities in 1940. The same goes with 
respect to the Federal commissions 
which regulate the utilities. 

Take the Federal Communications 
Commission, for example. A year ago 
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it looked as if this body were about to 
be devoured by its critics on both sides 
of the party aisles of Congress. Today 
the FCC is practically out of the woods, 
thanks to a surprising “outbreak of 
peace” within the commission which 
occurred last spring and has been going 
on ever since. Responsibility for this 
unexpected burst of harmony is com- 
monly placed at the door of the new 
trouble-shooter, tactful and youthful 
Chairman James Lawrence Fly; but, 
after all, it takes more than one to make 
peace as well asa fight. So there should 
be credit enough to go around to all 
seven commissioners. 


bes other Federal commissions 
should come through without any- 
thing worse happening to them than a 
few possible nicks in their appropria- 
tions by a Congress that would like 
to have a few items to point to under 
the general head of economy during 
the election campaign. The SEC may 
come in for some criticism from the 
extreme Left because of its deliberate 
program in reorganizing the holding 
companies; but these will be merely 
words and the chances are that they will 
be more or less drowned out in the 
general hubbub of a strident session. 

There is always the possibility that 
new taxes will hit one or all of the 
utility industries. The consensus seems 
to be, however, that Congress won’t do 
very much on the subject of taxes ex- 
cept talk about it. Minor revisions will 
occur, but nothing of vital importance 
from the standpoint of the particular 
utility industries. Again, the reason is 
the general elections. 

In the field of specific utility legis- 
lation, about the only important item 
on the horizon (aside from the peren- 
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nial public ownership problem of th 
power industry, which we shall take wil 
in detail presently) is the forthcoming, 
report of the FCC which is expected ta, 
recommend a merger of the two na 
tional telegraph systems. The o 
ganized labor crowd already have thei 
ax out for legislation along this line 
because they feel that labor is likely ty 
get the ax itself in any merger. How 
ever, this writer is of the opinion tha 
the labor forces do not have sufficien 
strength to defeat the proposal of th 
FCC on its merits, although they ma 
succeed in delaying action throughow 
the session. If a telegraph merger bi 
can be brought to a vote, the chances 
seem to be in favor of its adoption 
Even then, the task of merging the 
wire systems will only be half accom 
plished and there will be more stif 
hurdles before any such merger can be 
come a fact. 


A* under the heading of communi 
cations, are the various recom 
mendations of the FCC which wer 
contained in its final report of the 
special telephone investigation. The 
most important of these was the pro 
posal to put the AT&T’s manufactur 
ing subsidiary—Western Electric 
under direct regulatory control of the 
FCC. The outlook for conclusive ac 
tion on this report is very doubtful 
There will probably be committee ac 
tions and hearings and some of the 
minor and less controversial proposals 
of the FCC final report may slip 
through. More likely Congress wil 
yield to the temptation of taking a rai 
check on the whole business and lettin 
it slide over the session. 

For the gas, electric, and tractiow 
utilities, there is nothing in the way 0 
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pecific regulatory action in Congress 
“Win prospect for 1940. Much will be said 
Weabout the railroads but nothing done 
about them, which is just about par for 
he last four sessions of Congress. 
Now let us move across the plaza 
from the Capitol building to the new 


infwhite marble palace of the Supreme 


Court. What have we here for 1940? 


OWN In terms of quantity there is not much 


on the docket of utility interest com- 
pared with the last three or four criti- 
@cal years. But there are at least two 
cases heading up which may turn out 
to be of vital importance in the field of 
utility regulation. 

First there is the appeal from the U. 
S. Circuit Court by the Federal Power 
Commission in the so-called Appa- 
lachian Power Company Case. In this 
case, by a 2-to-1 opinion, the circuit 
court rejected the FPC’s contention 
that it has general regulatory jurisdic- 
tion over streams which may not be 
navigable in fact but which may “affect 

the interest of interstate commerce.” 
§@ Most Washington observers seem to be 
@inclined to the slightly irreverent 
conclusion that the Supreme Court 
(to which President Roosevelt will 
name a fifth member early in 1940 
to succeed the late Justice Butler) will 
be more favorably disposed to the dis- 
senting opinion in the Appalachian 
Case (written by Justice John J. 


q 
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“WILL the utilities be a campaign issue in 1940? The 
answer at this early writing seems to be that they will be a 
minor but not a major issue. If President Roosevelt or an 


Parker) than towards the circuit 
court’s majority opinion. In other 
words, they look for an FPC victory. 


HIS writer is not so sure. The 

reader may recall that the majority 
opinion (written by Judge Chesnut) 
was based upon a rather important con- 
sideration of states’ rights. It conceded 
that the Federal government had some 
rights in non-navigable streams whose 
exploitation by hydroelectric facilities 
might affect the interests of interstate 
commerce in navigable waters down- 
stream. But this, according to the ma- 
jority, is in the nature of an injunctive 
right—a preventive sort of right— 
rather than a complete regulatory right 
which FPC jurisdiction would impose 
and which would otherwise be within 
the admitted province of the local state 
government. 

In other words, it is just as if the 
man who owned property adjoining 
your house started to excavate for a 
new building in such a way as threat- 
ened to undermine the foundation of 
your dwelling. Admittedly you would 
have a right to an injunction that 
would require your neighbor to take 
the necessary precautions to protect 
your property. But you would have no 
right to go beyond that and tell him 
what kind of a house he should build 
and how he should furnish it or deco- 


ultra New Dealer runs on the Democratic presidential ticket, 
speeches about the ‘power trust’ issue will be unavoidable. ... 
If the Democratic party should move a little to the right for 
its 1940 champion, it is quite likely that the utilities will re- 
ceive scant attention during the campaign.” 
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rate it, and so forth. That is the im- 
portant states’ rights issue which may 
command the respectful attention of 
some of the new justices (notably 
Justice Frankfurter) who have already 
shown some sympathy for the vanish- 
ing rights of state governments in con- 
flicts over regulatory jurisdiction. In 
brief, don’t be surprised if the Supreme 
Court should curb the FPC in this case. 
And, if it does, the whole pattern of 
Federal water-power jurisdiction may 
have to be readjusted. 

The other case which may come be- 
fore the Supreme Court is the Beaver 
Valley Water Company Case (30 
P.U.R. (N.S.) 305), which involves 
an appeal from a temporary rate reduc- 
tion by the Pennsylvania commission 
which was based avowedly on an origi- 
nal cost appraisal of utility property. 
This may not result in a clear-cut reéx- 
amination of the old classic quarrel be- 
tween the reproduction cost theory and 
the original cost theory. But it is likely 
to uphold original cost for purposes of 
“temporary rate making,” as distin- 
guished from the more permanent 
variety of rate making. That would be, 
of course, an important step. The Su- 
preme Court will also probably hear 
Secretary Ickes’ appeal from the circuit 
court decision which ruled that San 
Francisco does not have to go into the 
electric distribution business in order to 
obtain power from Hetch Hetchy dam. 


ae the regulatory field the most im- 
portant action is likely to come from 
the SEC in administering the reorgani- 
zation provision (§ 11) of the Holding 
Company Act. The year 1940 should 
witness the hearing and completion of 
a number of these integration plans 
which so vitally affect large holding 
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company units. So far, the SEC has 
been moving cautiously and has shown 
no disposition to be unreasonably dras- 
tic in its administration of this law. It 
will be an ordeal, of course, but most 
of the holding companies should 
emerge from the SEC wringer in fairly 
sound shape, even if somewhat bisected 
or trisected in their property holdings, 

On the routine dockets of the FPC 
and FCC, the year 1940 promises noth- 
ing spectacular. The recent attempts 
of the FPC to get jurisdiction over 
hydro properties built prior to 1920, 
and over electric power sales completed 
within a single state are likely to run 
into court battles which will easily run 
beyond the calendar year. 

Will the utilities be a campaign issue 
in 1940? The answer at this early writ- 
ing seems to be that they will be a 
minor but not a major issue. If Presi- 
dent Roosevelt or an ultra New Dealer 
runs on the Democratic presidential 
ticket, speeches about the “power trust” 
issue will be unavoidable. But the 
whole subject has become rather boring 
to the average voter, who never did 
understand very much about it any- 
how. If the Democratic party should 
move a little to the right for its 1940 
champion, it is quite likely that the utili- 
ties will receive scant attention during 
the campaign. 


Ae this brings us to the perennial 
bugaboo of public ownership and 
power. Any football fan knows that 
when the closing minutes of the last 
quarter catch a team with an unfavor- 
able score, the only course left is to 
begin throwing forward passes. These 
desperate last-minute passes are neces- 
sarily reckless, ignoring the risk of in- 
terception in deep defensive territory. 
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JANUARY: 


FEBRUARY : 


Marcu: 


APRIL: 


May: 


JUNE: 


JuLy: 


AucustT: 


SEPTEMBER : 


OcTOBER : 


NOVEMBER : 


DECEMBER : 


Washington—Utility Highlights during 1939 


The New England flood-control state compact controversy broke out. 
The Supreme Court threw out utility suits against TVA. 


Commonwealth & Southern agreed to sell out in TVA area for $80,000,000. 
Democratic and Republican bills to rip the FCC introduced in Congress. 


Nebraska state power monopoly plan struck a financial snag—still snagged. 
Administrator Ross passed away on eve of Bonneville power production. 


Revolt against tax losses resulting from TVA broke out in southern states; 
TVA congressional investigating committee filed a split report. _ 

The Supreme Court upheld temporary rate making by the Pennsylvania commis- 
sion, but destroyed the “negative order” doctrine limiting regulatory appeals in 
the Rochester Telephone Corporation Case. 


San Francisco again voted down a municipal power plant, while the California 
legislature killed Governor Olson’s public ownership program. 


FCC, with unexpected unanimity, filed a final report on the Bell probe. 
REA Chief Carmody shifted to head newly organized Federal Works Agency. 


Congress adjourned after killing the President’s “splending” bill, crippling PWA, 
imposing minor restrictions on TVA, and exempting operators on small tele- 
phone exchanges from the wage-hour law. 


FWA Chief Carmody much annoyed when Alabama passed law to avoid duplica- 
tion of existing utility systems by public works construction. 


The European war set utilities to speeding up construction program. 
San Francisco upheld by U. S. Circuit Court in its battle to use Hetch Hetchy 
power. 


FPC tackled problem of competition in the field of natural gas. 

President Roosevelt appointed a new National Power Policy Committee, reviving 
rumors of a nation-wide “grid” scheme. Ontario executed an about-face to 
give Canadian support to St. Lawrence seaway project. 


FPC sought to impose Federal water-power regulation retroactively on hydro 
plants built before Federal licensing legislation in 1920. U. S. 4th Circuit Court 
of Appeals overruled the FPC contention that it has jurisdiction over non- 
navigable streams which “affect interstate commerce.” 


U. S. Administrator Raver agreed to sell Bonneville power for private utility 
distribution in Portland, Or. 

U. S.-utility conferences over adequacy of power reserves in important industrial 
areas completed quietly. Rumors that New Deal planned a wholesale public 
ownership campaign under national defense covering revived. 
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This is because of the sole remaining 
chance that one or more of these wild 
heaves will connect with an open re- 
ceiver and the underdog team can again 
pull abreast of its rival or even win the 
game before the final gun. 

Now, the caustic attacks and maneu- 
vers recently executed by prominent 
proponents of public ownership for our 
public utilities bear a suspiciously close 
resemblance to last-quarter forward 
passes. Under the generally favorable 
auspices of the New Deal, the public 
ownership movement has made spec- 
tacular gains. But spectacular as they 
are, they fall far short of a socialized 
American utility industry. And the last 
quarter of the New Deal offensive is at 
hand—maybe. 

Since 1933 the Federal government 
has spent (or will have spent) over $1,- 
700,000,000 in Federal, state, munici- 
pal, and REA co-op power projects, to 
the completion of which it is now com- 
mitted. Of this total the projects di- 
rectly under Federal control (such as 
TVA, Bonneville, Grand Coulee, etc. ) 
will account for more than $1,300,000,- 
000, of which from one-half to two- 
thirds can reasonably be allocated to the 
cost of electric power operations. This 
sounds like a lot of money and it is. 
But compared with the complete elec- 
trical industrial picture of the United 
States, it is far from predominating. 


— of all, the Federal government 
has put most of its golden eggs into 


one basket—power production. Al- 
ready marketing difficulties, resulting 
from this government concentration on 
one of the three phases of commercial 
electric activity, are compelling Federal 
administrators to turn to the existing 
facilities of the privately owned elec- 
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tric industry to solve their transmission 
and distribution problems. As long as 
the generous money and antiutility 
temper of Congress held ott, it way 
possible for these public project mana- 
gers to extend their operations even 
into the field of local distribution. This 
happened when the TVA bought out 
the Tennessee properties of the Com. 
monwealth & Southern. But with the 
Federal purse strings already being 
drawn tight by a Congress which is 
growing less enthusiastic about pump 
priming, there is need for the lion to lie 
down with the lamb and make the best 
of it. This seems to be happening to 
some extent out in the Bonneville area. 

These 1933-39 gains for public 
ownership of utilities are even less im- 
pressive when geographical and quanti- 
tive factors are taken into consider- 
ation. Publicly owned plants, in spite 
of all the talk and expense, produce less 
than 9 per cent of all the electricity 
generated in the United States and 
serve less than 10 per cent of all electric 
utility customers. This ratio may im- 
prove slightly as new Federal plants go 
into future production, but not enough 
to cut a very important figure. What 
irks the public power proponents, how- 
ever, is geographic distribution. Uncle 
Sam has built some mighty expensive 
power behemoths in remote and sparse 
sections of the country. But in the in- 
dustrial East and Middle West, where 
the real bulk of the power business lies, 
public ownership has only been able to 
nibble a few crumbs in the form of 
small municipal plants. 


A incidentally, municipal owner- 
ship, virtually bereft of PWA 
subsidization during 1939, had its 
worst year since the New Deal began. 
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Out of 40 known elections in munici- 
nalities of 1,000 population or over 
during that year on propositions to set 
p municipally owned electric systems, 
22 voted unfavorably and 18 voted 
avorably. On the population basis the 
difference was even more noteworthy : 
The cities voting unfavorably had a 
ombined population of 905,594, while 
cities voting favorably had a combined 
population of 82,796. 

So what? What can the champions 
of public ownership do now that Con- 
gress has blocked further straight 
ground-gaining by way of Federal sub- 
sidy? Now that the drive for munici- 
pal ownership (so promising in the lush 
days of PWA) has been apparently 
stopped in its tracks, what weapon or 
device can be employed to crack the 
hitherto invulnerable eastern seaboard 
and industrial Middle West? 

The only thing left under such cir- 
cumstances is to “take to the air,” to 
use a gridiron expression. The recent 
barrage of anti-utility blasts which has 
emanated from high quarters in Wash- 
ington is the result. Veteran observers 
are watching next for a long for- 
ward pass. Rumor has it that it may 
come in the form of a proposal for the 
construction of a governmentally 
owned and operated transmission sys- 
tem that would link up the important 
industrial eastern seaboard cities so as 
to coordinate and interconnect the 


q 


e 


“THERE is bound to be an awful fuss raised over extending 
the $45,000,000,000 limit for the national indebtedness. 
During an election year Congress is going to balk quite a bit 


power reserves of these cities as a pre- 
caution for the “national defense.” 
This would not give the Federal gov- 
ernment much of a stake so far as in- 
vestment goes, but it might give it an 
astonishing amount of leverage con- 
sidering the fact that the government’s 
hand would be in control of the switch. 
National defense, incidentally, is the 
latest protective coloring which the 
public ownership movement under Fed- 
eral auspices has assumed. Heretofore 
it has generally been irrigation, navi- 


gation, flood control, etc. 
B” at this point it is necessary to 
abandon our football analogy in 
appraising the outlook for utilities in 
Washington during the coming year. 
For one thing, a football game on the 
gridiron has only four quarters. So 
also, in the history of our country, the 
administration of a single President has 
never exceeded eight years. But there 
are outspoken demands that the present 
administration should go into overtime 
play; that it should be given an extra 
period in which to complete its pro- 
gram. And, while at this writing, giv- 
ing weight to all discernible risks and 
factors, it seems unlikely that the per- 
sonal administration of President 
Roosevelt will extend beyond 1940, it 
is not the sort of wager which could 
be classified as a legal investment for 
savings banks in Connecticut. 


about this necessary step that will have to be taken to support 
the New.Deal in anywhere near the manner to which it has 
become accustomed. The ceiling on the statutory debt limita- 
tion may be raised, but not much.” 
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Another reason why this contest be- 
tween public ownership and the private 
power industry is not entirely compara- 
ble with a football game is that while 
the public ownership group may be far 
behind as far as taking over a dominat- 
ing position in the industry is con- 
cerned, it still must protect what gains 
it has made. Even if it does not have 
much of a comparative score, the public 
power bloc would like to consolidate its 
position, especially in view of recent 
complications which have set in against 
it. 

There is the local revolt against tax 
losses caused by TVA displacement of 
private utility properties. That is some- 
thing that is almost certain to come up 
in the next Congress and may cause 
quite a fight. There is the Nebraska 
public power situation which is not get- 
ting along any too well. From Okla- 
homa, California, and South Carolina 
comes other evidence of growing pains 
affecting units of the Federal power 
program—not serious, perhaps, but 
enough to give concern to project 
patrons in a Congress which has grown 
much less sympathetic towards this sort 
of thing than it used to be. 


N other words, for the first time since 
1933, public ownership is more 
likely to be on the defensive than the 
offensive. The St. Lawrence seaway- 
power proposal is the only new project 
that will be attempted in 1940, aside 
from the doubtful possibility that the 
administration will really get behind 
this mysterious government transmis- 
sion line proposition and make a fight 
for it. For reasons which we shall 
come to presently, this writer does not 
believe that either of these two proposi- 
tions will go through. On the other 
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hand, there are a number of mor 
practical officials who are now giving 
unmistakable evidence of parting com. 
pany with the more radical exponents 
of public ownership progress. They se 
that the movement has failed to make 
the government a proprietor of the 
power industry, and that as a matter of 
common sense the government must 
now make terms as a partner with 
private industry. 


penne ean public ownership 

exponents will probably never agree 
to this because they want private own- 
ership to be exterminated within the 
sphere of influence of publicly owned 
power projects. The TVA is their 
ideal. 

But responsible officials who have to 
administer the operation of these pub- 
lic plants realize that they are up 
against a serious marketing problem 
that is bound to grow worse unless 
some arrangement can be made with 
the private industry. The latter, on the 
other hand, knowing that it must accept 
the construction and operation of the 
large Federal power plants as fail 
accompli, would like to end the ex- 
hausting warfare that has been going 
on between the industry and its govern- 
ment for the last few years. 

And so, during 1940, we shall prob- 
ably see a diminishing minority of the 
public ownership bloc (most of them in 
Congress) who will continue their bit- 
ter attacks on the private utility indus- 
try and cry out for more and more pub- 
lic projects which have no chance of 
materializing. But we shall probably 
see an increasingly sober segment of 
Washington officialdom trying to work 
out a solution to the public ownership 
controversy. 
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Seen in the Washington-utility Crystal Ball for 1940 


Pustic OWNERSHIP: 


No new Federal power projects considered except a revived St. Law- 


rence seaway treaty and a possible government grid-transmission pro- 
posal, both of which are likely to founder on the rocks of resistance in 


Congress. 


U. S. CoMMISSIONS: 


The FCC is “out of the woods” and shall continue unharmed. The SEC 


may be criticized in the course of its important holding company re- 
organization work, which will progress rapidly in 1940 without too 


many casualties. 


The FPC, grasping for retroactive and intrastate 


jurisdiction, will get into more court fights. 


Court DECISIONS: 


The Supreme Court may surprise with a decision curbing FPC’s attempt 


to control hydro properties on nonnavigable tributaries of navigable 


streams. 


Original cost for 


“temporary” rate making has a good 


chance. San Francisco will find out her fate on the use of Hetch 


Hetchy power. 


New STATUTES: 


Congress may enact the FCC proposal to permit the merging of the 
two national telegraph systems. 


It will probably duck any other im- 


portant action affecting utilities because of nearness of the general 


elections. 


Uritity Poritics: 


If an ultra-New Dealer gets the Democratic nomination, the ‘ 


‘power 


issue” may become a minor but not a major item in the campaign ; 
otherwise, it will not cut an important figure. Watch for continuing 
attacks on utility industries by extreme Left Wingers and at the same 
time some actual progress towards a compromise solution of the 
controversy between the Federal government and the private power 


industry. 





oslo peace will actually come 
during 1940 is very doubtful. 
Local progress will undoubtedly be 
made, such as already noted in the case 


of the Bonneville administration. 
While the time to negotiate has arrived, 
the time for completing negotiations is 
quite likely to run over 1940. Some 
private utility executives, cynical over 
previous abortive attempts to reach a 
settlement of differences with this ad- 
ministration, may want to hold out a 
little longer in the hope of getting a 
more congenial governmental partner, 
since such partnership does seem inevi- 
table. 

The recent conferences held in 
Washington on the adequacy of private 
power reserves in key cities went off 


smoothly enough, but both sides were 
obviously moving cautiously before 
making any commitments. Thus, while 
the dove of peace may be hovering over 
Washington during 1940, it is quite 
likely to keep hovering for the entire 
year—perhaps, in order to keep out of 
range of the periodic blasts from some 
of the more radical administration 
sharpshooters. 

In its forthcoming report on the 
state of the nation’s power reserves, it 
is not likely that the National Power 
Policy Committee will put itself out on 
a limb to the extent of recommending 
a specific plan for a governmentally 
owned or operated transmission inter- 
connecting system. The report will 
probably point to anticipated shortages 


JAN. 4, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


of power under emergency conditions, 
or otherwise, and leave it to the ad- 
ministration or Congress to decide 
what should be done about it, if any- 
thing. This plan is plausible. The in- 
dustry itself has generally looked out 
for that sort of thing, so far; but the 
Federal government probably feels 
that it is its responsibility to make sure 
that there will be enough power to go 
around. 


ate months ago, when there was so 
much hysteria about the United 
States being “inevitably drawn in,” it 
was almost a patriotic duty for the 
Federal government to get worried 
about everything in the line of indus- 
trial mobilization. But now that most 
of us have cooled off, and it seems to 
be agreed that we can stay out of the 
war indefinitely if we only have the will 
to do so, there has been a marked 
diminution of enthusiasm over this 
type of government activity. 

Even if the administration should, 
by one of those abrupt shifts in direc- 
tion for which it has become noted, de- 
cide to back a government grid program 
as a matter of national defense, the 
chances for enactment in the next ses- 
sion of Congress are still very poor. 
Congress has clipped the wings of the 
PWA and will bear down further on 
the WPA. It has already served notice 
that it is in no mood for new Federal 
power projects. 

There is bound to be an awful fuss 
raised over extending the $45,000,- 
000,000 limit for the national indebted- 
ness. During an election year Congress 
is going to balk quite a bit about this 
necessary step that will have to be taken 
to support the New Deal in anywhere 
near the manner to which it has become 


JAN. 4, 1940 


accustomed. The ceiling on the statu. 
tory debt limitation may be raised, but 
not much. And, by the same token, 
there will be an increasing pressure to 
throw every other spending proposal 
that is not absolutely necessary out the 
window to make room for thumping 
big Army and Navy appropriations. 
The same thing will apply to a lesser 
extent on the St. Lawrence proposal, 
which will probably come up in the 
form of a treaty requiring Senate con- 
firmation in 1940. Because the Senate 
is much more New Dealish than the 
House these days, approval of the St. 
Lawrence proposal would seem to have 
a chance at this writing. But it is less 
than an even chance, because two-thirds 
of the Senate must approve a treaty. 


ih sum up this rather detailed con- 
sideration of public ownership and 
the power industry during 1940, we 
can expect the following: 

1. Continuation of periodic attacks 
upon the private industry by the ex- 
treme public ownership champions; 
(2) a more reasonable attitude toward 
the private industry by the practical 
administration officials, with some 
progress towards settlement of the en- 
tire controversy but perhaps not a con- 
clusive action before the end of the 
year; (3) no new proposals for Fed- 
eral projects in this direction, with the 
exception of another St. Lawrence sea- 
way treaty, and possibly a publicly con- 
trolled grid system, both of which will 
probably be defeated; (4) in general 
the private industry should gain, dur- 
ing the year, by reason of the return of 
unmistakable public sentiment for 
private industry to continue as the pre- 
dominating method for rendering this 
type of service in the United States. 





Will the Reclamation Power 
Program Be Continued? 


The author thinks it will, in view of the enormous investment 

already made in it; and he believes that both the Federal govern- 

ment and the utilities may find it profitable to work out a plan for 

peace in the Pacific Northwest, not necessarily in the line of the 

Indian pacification, but through an honest effort to protect the 
public interest. 


By G. W. LINEWEAVER 


for reclamation and power de- 

velopments in the western third 
of the nation frequently wax face- 
tious. They suggest that the country 
would save money and headaches if 
this great area were turned back to 
the Indians—or better still if it had 
never been taken away from the Red 
Men. 

Of course, it isn’t strictly true that 
Uncle Sam took any considerable part 
of the land directly from the Indians. 
Except for the Pacific Northwest, 
claimed by right of discovery, practi- 
cally all of the region was acquired 
from France and Mexico and the Red 
Man and his holdings were inherited. 

In any event, it is not so certain that 
any considerable number of the quar- 
ter million Indians now under the 


( e of the Federal program 


guardianship of the Great White 
Father at Washington would want to 
set up an independent nation even if 
that were possible. Spokesmen for the 
various tribes now differ seriously 
about the management of their own 
affairs and it is probable that the rank 
and file would be as lacking in agree- 
ment on any proposed change in their 
status for the future. 

As there is no likelihood that the 
West will ever be surrendered to the 
original Americans or anyone else, 
there are other questions of more 
pressing moment not only agitating 
residents of the area affected but 
which have a national significance. 
Among these are: 

} sent The extent to which hydro- 
electric power figures in the finan- 
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cial set-up of the Federal long-term 
program for the development of the 
West through reclamation by irriga- 
tion to which the government has been 
committed since enactment of the 
Reclamation Law of 1902. 


S ECOND: Will the market for power 
expand to absorb the output of 
more than 4,000,000 kilowatts of ad- 
ditional installations planned in the 
Federal projects? 


HIRD: Will the marketing of 

Federal power be accomplished 
without provoking war with the pri- 
vately owned utilities similar to that 
in the Tennessee valley area? 


| peat Will the Federal power 
operations be carried on under es- 
tablished agencies of the government 
or will the regional authority plan be 
revived, particularly in the Pacific 
Northwest ? 


ll Will the reclamation power 
program be continued? 


ented hearings and debates 
on the floor of the House of Rep- 
resentatives during the first session of 
the Seventy-sixth Congress indicated 


more attention to the power issue so . 


far as the West is concerned than it 
has usually commanded. There was 
not, however, any disposition shown 
by majorities in either House to halt 
or curb the advancement of reclama- 
tion projects under construction in- 
volving power. Appropriations car- 
ried in the Interior supply bill for 
reclamation were the largest made in 
any single session of the Congress. 
The foundation was laid for search- 
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ing inquiry in the future into various 
phases of the Federal program in the 
area, not only as it relates to the na. 
tional irrigation policy, but alsu as to 
its effect on existing privately owned 
power facilities, especially transmis. 
sion in the Pacific Northwest. The 
market in the various areas that are 
not covered by advance contracts will 
doubtless receive more attention. 

As more than half a billion dollars 
will be required to complete the recla- 
mation program, including power de- 
velopments, as now planned, the im- 
portance of the subject is apparent. 

For the purposes of this discussion, 
it may be explained, the West is lim- 
ited to the area west of the 100th me- 
ridian, the dividing line between the 
humid and arid regions of the coun- 
try. It embraces all of the eleven 
Mountain and Pacific states and parts 
of six others in the semi-arid belt, in 
fifteen of which reclamation projects 
are now operating. 


HEN Theodore Roosevelt suc- 
ceeded to the presidency on the 
assassination of William McKinley, 
his autobiography reveals that the 
first major task to which he set his 
hand was the conservation of the lim- 
ited water resources of the West and 
their utilization for the development 
of that part of the country through a 
national reclamation policy. He told the 
Congress in December, 1901, that “it 
is as right” for the national goverr- 
ment to provide storage for water in 
the arid regions as “to make useful 
the rivers and harbors of the humid 
regions.” 
While Reclamation under the ad- 
ministrations of President Franklin D. 
Roosevelt has been. provided with 
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ore money for construction than 
during the entire period previous to 
1933, the policy has been supported by 
both national political parties and has 
been given the endorsement of every 
chief executive since the turn of the 
century. It has weathered a long series 
of attacks. Argument that irrigated 
land produces competition with farms 
in the humid regions has been dis- 
counted. Statistics show that the pur- 
chasing power created and stabilized 
by reclamation developments provides 
a better market for eastern manufac- 
turers and corn-hog producers of the 
Mid-west than most foreign coun- 
tries. 

Private utilities have recognized 
the contribution irrigation and Fed- 
eral reclamation have made. An offi- 
cial of a California utility has been 
quoted as asserting that for every ir- 
rigated farm, he could count at least 
two additional customers in cities and 
towns in the vicinity. 

Development of water power, where 
feasible, has been seen as a means of 
furthering the objectives of the na- 
tional reclamation policy and has been 
a factor in the picture since the first 
small plant was established in 1906. 
It was not predominant in any under- 
taking, however, until the Boulder 
Canyon Project Act was approved by 
President Coolidge in 1928. Previous 
to this enactment, which authorized 
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appropriations from the Federal 
Treasury, the bulk of funds for recla- 
mation had come from the disposition 
of western resources and repayments 
of construction charges—two princi- 
ples in the original law of 1902. 
& a concession to national consid- 
erations, no interest is charged on 
funds advanced for irrigation devel- 
opments, but a rate is calculated on the 
investment in power facilities, begin- 
ning with the Boulder dam project. 

Reporting to the Secretary of the 
Interior, Mr. Ickes, on reclamation in 
1934, John W. Haw, Northern Pa- 
cific Railway, and Fred E. Schmitt, 
editor of Engineering News-Record, 
said: 

Combination of irrigation and power ob- 
viously brings about double use of water 
and thus increases the value and overall 
efficiency of that water. Full development 
of power possibilities is therefore desirable 
in the public interest. 

Power is developed primarily for 
pumping purposes, but the surplus 
from 20-odd relatively small plants on 
a dozen older projects is sold to public 
agencies and private utilities, with 
preference to the former under a law 
in effect since 1906. There have been 
no clashes with private utilities and 
the experiences of the Bureau of Rec- 
lamation, Department of the Interior, 
in supervising or actually operating 
these plants serve as the foundation 
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“WHEN Theodore Roosevelt succeeded to the presidency on 
the assassination of William McKinley, his autobiography 
reveals that the first major task to which he set his hand 


was the conservation of the limited water resources of the 
West and their utilization for the development of that part 
of the country through a national reclamation policy.” 
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for handling the greatly enlarged 
power developments under way. 

Figures furnished by the Bureau in 
Senate Document 36, First Session, 
76th Congress, as shown by the ac- 
companying table, reveal that the ulti- 
mate installations on 20 projects un- 
der its direct jurisdiction will total 4,- 
201,887 kilovolt amperes or approxi- 
mately 5,750,000 horsepower. In- 
cluding Bonneville, with 504,000 
kilowatts, and Fort Peck, with 105,- 
000, both constructed and operated by 
the Army Engineers, War Depart- 
ment, the Federal installations planned 
for the West will exceed 4,800,000 
kilowatts or 6,500,000 horsepower, 
with about 800,000 kilowatts now 
producing. 

Disposition of Bonneville power is 
in the hands of an administrator 
named by the Secretary of the In- 
terior. Fort Peck power will be dis- 
tributed by the Bureau of Reclama- 
tion. Both are more or less related to 
the reclamation power program. 


wAN water power has always been the 
principal source of electric energy 
in the West, utilization of this type of 
prime mover is obviously sound and is 
not fraught with some of the opposi- 
tion that hydro developments in the 
Tennessee valley, for instance, have 
met. Of the total installations, public 
and private, in the Mountain and Pa- 
cific states in 1938, 65 per cent was 
hydro, producing 85 per cent of the 
energy. 

Less than 2 per cent of the coal con- 
sumed by electric utilities was used in 
these states. Some oil and gas is used 
but principally as standby. Only 50 
tons of coal were fired by utilities in 
the Pacific coast states in 1938. 
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When ultimate installations of the 
Federal projects are made, the capaci- 
ties will be: 70 per cent of the 1938 
total of all power plants, pubiic and 
private, in the Mountain and Pacific 
states; 40 per cent of the total of all 
water wheels in the United States on 
January 1, 1939. 

More than the present total capacity 
of all hydro plants in the West. 

Use of electric energy in the West as 
a whole is far ahead of any other sec- 
tion of the country. With a population 
of less than 10 per cent, the production 
of energy is around 17 per cent of the 
national total. How much public own- 
ership of utilities has contributed to 
this situation is often questioned, but 
the fact that 35 per cent of the pub- 
licly owned generating capacity in the 
country is in the West has been em- 
phasized. 

Recent estimates are that the Fed- 
eral reclamation program, from the 
beginning in 1902 until completion as 
now laid out, will involve an invest- 
ment approximating $1,150,000,000, 
including Boulder dam and all power 
facilities planned. Of this total, power 
revenues are to repay more than one- 
half without any interest calculation. 


. is quite apparent that power is to 
carry a considerable part of the irri- 
gation and other costs on many proj- 
ects. A few examples illustrate the 
dependency on power revenues: 

At Boulder dam, 90 per cent or 
more of the construction costs will be 
repaid from power under commit- 
ments made before construction be- 
gan. Water stored for irrigation and 
domestic uses bears little of the outlay. 

At Grand Coulee, Washington 
state, more than two-thirds of the es- 


16 





WILL THE RECLAMATION POWER PROGRAM BE CONTINUED? 








Power PLANTS ON RECLAMATION Projects (a) 
(Ultimate power installation on Federal reclamation projects) 


Ultimate Ultimate 
installation installation 
in kilovolt in horse- 

Project amperes power 
Boulder Canyon, Arizona-Nevada 1,835,000 
Grand Coulee, Washington : 2,700,000 
Central Valley, California 515,000 
Kendrick, Wyoming 45,000 
Rio Grande (Elephant Butte), New 
Mexico-Texas 34,500— 
Shoshone, Wyoming 
Riverton, Wyoming 
Newlands, Nevada 
Grand Valley, Colorado 
Minidoka, Idaho 
Parker Dam,? Arizona-California 
Yuma, Arizona-California 
All-American Canal,* California 
Strawberry Valley, Utah 
Colorado-Big Thompson, Colorado 
Salt River, Arizona 
Boise (including Twin Springs), Idaho .... 
Yakima, Washington 
North Platte, Nebraska-Wyoming 
Uncompaghre, Colorado 
Provo River,® Utah 
Owyhee,? Oregon 


Total8 201, 85,595,780 





(a) Adapted from Senate Document No. 36, Ist session, 76th Con- 
gress. 

1 One unit not yet designed. 

2 Constructed by Bureau of Reclamation for Metropolitan Water Dis- 
trict of Southern California, which financed the dam. Half the power 
will belong to the United States. 

8 Equipment not designed. 

4 Power installations on the All-American canal are being made by 
the Imperial Irrigation District. 

5 The 16,000 horsepower includes Roza division only. 

6 At Deer Creek dam penstocks are being installed for possible future 
development of 2 units. 

7 At Owyhee dam 2 penstocks, 72 inches in diameter, were installed 
for possible future installation of 2 units. 

8 Bonneville, Oregon-Washington, with 504,000 kilowatts’ ultimate in- 
stallation, and Fort Peck, Montana, with 105,000 kilowatts, are not on 
reclamation projects, but both affect the reclamation power program. 
These wiil increase the total ultimate installations to approximately 
4,800,000 kilowatts or 6,500,000 horsepower. 
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timated cost of $394,000,000, is to be 
returned from power sales. 

On the Central Valley project in 
California, approximately one-half of 
the $170,000,000 estimated cost is to 
come from power revenues. 

To the eastward on the Kendrick 
(Casper-Alcova) project in Wyom- 
ing, irrigation charges are limited to 
$80 an acre and 80 per cent of the cost 
is to be charged to power. 

On the Colorado-Big Thompson in 
northeastern Colorado, where installa- 
tion of four or five power plants is to 
be deferred, the costs are divided about 
equally between irrigation and power. 

In around half of the 20 reclama- 
tion projects involving power, revenue 
from power is the basis for the eco- 
nomic feasibility of the development. 
Without consideration of power pos- 
sibilities, most of the major projects 
initiated under the New Deal would 
not have been started. 

(Under existing law, Bonneville 
and Fort Peck power costs are allo- 
cated by the Federal Power Commis- 
sion as a basis for rates. As no irriga- 
tion is directly affected by these two 
projects, they do not immediately 
figure in the reclamation set-up. How- 
ever, Bonneville rates and its market 
will have a bearing on the Coulee 
financial picture in the Northwest and 
may determine the future of that gi- 
gantic undertaking. ) 

In appraising the future market for 
power to be generated at reclamation 
projects, a brief review of what the 
Federal reclamation policy has contrib- 
uted to the West in thirty-seven years 
may be illuminating. 


Ronson works provide water for 
some 3,000,000 acres of land, in- 
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cluding a supplemental supply for an 
area of around 1,300,000 acres pre- 
viously irrigated by private develop- 
ments. This is a relatively small part 
of the 19,000,000 acres the Census 
Bureau reported as irrigated in 1930. 

When completed, probably twenty- 
five years hence under present plans, 
the Federal program will have brought 
into cultivation around 4,500,000 
acres, or less than 2 per cent of the cul- | 
tivated area in the country in 1937, 
In addition, supplemental water will 
have been provided for around 5,000,- 
000 acres and large communities stab- 
ilized. 

As it is, reclamation has trans- 
formed desert areas into flourishing 
communities. It has created some 50,- 
000 farms with a population of a 
quarter of a million persons that are 
the main support of 250 cities and 
towns in 15 states in which projects 
are operating. In all, around 900,000 
people are dependent on reclamation 
developments and the number will be 
more than doubled, perhaps tripled, 
with completion of the program. 

From 1900 to 1930, the population 
of the 11 far western states tripled. 
The gain in the Mountain group was 
121 per cent, and on the Pacific coast 
239 per cent, while for the country as 
a whole the gain was 61.6 per cent. 
Since 1930 the population of these 
states has been greatly expanded by 
migrations from the “dust bowl” and 
share croppers from the South, while 
the demand for irrigated land from 
other farmers seeking security in 
water supplies is increasing. 

Statistics reveal the purchasing 
power per capita in irrigated areas is 
from two to three times that of dry- 
farming sections and the relief bur- 
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den in reclamation areas has been one- 
third that of nonirrigated sections. 
ao on the demand that has fol- 

lowed irrigation developments 
with stabilization of purchasing power, 
expansion of the reclamation pro- 
gram, as now laid out for the next 
twenty-five years, will provide a 
greatly increased power market. 
When the reclamation of the Salt 
River valley in Arizona was under- 
taken thirty years ago, Phoenix, the 
state capital, was a struggling desert 
town of a few thousand inhabitants. 
Today it is a thriving and wealthy city 
of more than 60,000—its growth and 
prosperity almost wholly attributable 
to Federal irrigation. 

Numerous other examples might be 
cited. Among these is the Yakima val- 
ley in Washington state, where a Fed- 
eral development of more than 200,000 
acres has created a vast market. 

Under the Boulder Canyon Act re- 
quiring contracts for repayment of 
construction costs, a market for power 
produced on that project is assured 
with the output to be absorbed in ten 
to fifteen years, perhaps earlier. Power 
receipts at Boulder are now around 
$300,000 a month and will run $7,- 
500,000 a year under present rates 
when all units are installed. 

As the contractors for Boulder 
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. reclamation has transformed desert areas into flour- 


power are both public agencies and 
private utilities, there is no conflict in 
that area. Similarly, to the northward 
in California, Central valley power 
will come in in time to fill an expected 
deficit. Private utilities were at one 
time represented as opposing this de- 
velopment, but have now offered to 
take the entire output. 

To the eastward, expansion of 
reclamation power on the North Platte 
river in Wyoming at one time brought 
suggestions of competition for exist- 
ing markets between Federal projects 
or from developments in central Ne- 
braska financed by Public Works 
funds. 

Idaho, where power has advanced 
Federal irrigation, has not looked with 
favor on plans to bring power from 
Bonneville or Grand Coulee to that 
state. It preferred to retain its own 
market for future developments. 


y . ainanvage= 90 per cent of the ulti- 
mate Federal power installation 
will be west of the Great Divide and 
half of it at Bonneville and Grand 
Coulee on the Columbia river in the 
Pacific Northwest, the results of these 
operations will have an important 
bearing on the future of reclamation 
throughout the West. Power now 
represents such a large factor in the 
picture that on the manner in which it 


ishing communities. It has created some 50,000 farms with 
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a population of a quarter of a million persons that are the 
main support of 250 cities and towns in 15 states in which 
projects are operating. In all, around 900,000 people are 
dependent on reclamation developments and the number will 
be more than doubled, perhaps tripled, with completion of 


the program.” 
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is handled will depend the reception 
the program is accorded in Washing- 
ton and the country at large. 

For that reason what happens in the 
Pacific Northwest from several angles 
will be interesting. Daniel Webster, 
in the 1840’s when the question of the 
boundary of the then Oregon Terri- 
tory threatened war with Great 
Britain, declared he wouldn’t give a 
silver dollar for all the land in that 
section. Yet for 1937 the National 
Industrial Conference Board reported 
the states of Washington and Oregon 
had incomes totaling $1,400,000,000. 

There are fairly conservative ob- 
servers who see the Pacific North- 
west on the threshold of a great de- 
velopment with cheap power available 
for mineral, industrial, and irrigation 
developments. Others see expansion 
slowed down, pointing to labor diffi- 
culties on the Pacific coast. 

The attitude of the private utilities 
of the area may figure quite promi- 
nently. They are not unaccustomed to 
meeting the public ownership issue 
and, while not welcoming with open 
arms the Federal developments at 
Bonneville and Coulee, they have not 
been so vocal in their opposition, at 
least so far as the halls of the Congress 
are concerned. Somewhat recent de- 
velopments would indicate the private 
utilities of the Northwest may be more 
fortunate in coping with the situation 
than the utilities in the TVA area.* 


pres encouragement has been given 
the utilities by Oregon “‘back-slid- 


* Note: In line with this suggestion was the 
recent agreement between the Bonneville Ad- 
ministration and the Portland General Elec- 
tric Company for the private distribution of 
Bonneville power in the Portland area, sub- 
ject to a much longer term extension.—Ed. 
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ing” from New Deal power and other 
policies. Portland doesn’t like re- 
strictions on industrial consumption 
near Bonneville; and lumber interests 
selling “hogwood” or refuse lumber to 
the value of half a million dollars an- 
nually to electric steam plants do not 
like the idea of Federal hydro domina- 
tion taking this market. 

Before a Senate subcommittee on 
appropriations on April 7, 1939,) K. 
M. Robinson, president of the Wash- 
ington Water Power Company, urged 
utilization of existing facilities for the 
transmission of power from Bonne- 
ville dam. He was not complaining, 
he said, about the “‘installation of elec- 
tric generating equipment at Bonne- 
ville or at Grand Coulee when the time 
comes for that,” but he insisted that 
where it was possible to use the present 
grid, no Federal money should be ex- 
pended on construction of a super-sys- 
tem of high-tension lines. 

Mr. Robinson outlined major ways 
by which he said codperation in the 
case of Bonneville could be effected: 

1. Utilize the existing transmission 
grid to transport Bonneville power to 


every section of the two states through 
the “displacement” method. 

2. Use the reservoirs and hydro- 
slectric and steam-generating stations 
»f existing power systems to make up 

eficiencies prevailing at Bonneville 
iuring high and low water. 

3. Shut down steam generating sta- 
tions burning oil by substituting 
Bonneville power. 

4. Stimulate consumption of elec- 
tricity by promoting use of power by 
existing consumers, by building up 
the community, and by inducing new 
industries to locate in Oregon and 
Washington. 


1 Senate Appropriations Committee Hear- 
ings, Interior Bill, 1940, pp. 404-421. 
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Electric Energy in the West 


6 <r) of electric energy in the West as a whole 

ts far ahead of any other section of the 
country. With a population of less than 10 per 
cent, the production of energy is around 17 per cent 
of the national total. How much public ownership 
of utilities has contributed to this situation ts often 
questioned, but the fact that 35 per cent of the 
publicly owned generating capacity in the country 
is in the West has been emphasized.” 





5. Use the trained sales force of the 
existing utilities who have been in- 
strumental in developing the highest 
residential consumption of electricity 
in the United States. 


oa to Mr. Robinson, the 
total electric installation in 
Washington and Oregon is 1,450,000 
kilowatts, while “the highest peak load 
that has ever occurred in the area is 
1,010,000 kilowatts.” 

The private utility investment in the 
two states he placed at $300,000,000, 
and he expressed the opinion “the job 
can be done without competition by 
working the way I have suggested.” 

By comparison, Mr. Robinson re- 
marked, the TVA production is “only 
a drop in the bucket” to the ultimate 
capacity of the two Federal projects on 
the Columbia or around 2,400,000 
kilowatts. The anticipated maximum 
capacity of the eleven dams in the TVA 
territory is 1,922,800 kilowatts. 

“The further appropriation and ex- 
penditure of funds for the construc- 
tion of facilities paralleling existing 
transmission lines,’ Mr. Robinson 
said in a prepared statement, “will 
make a solution of the utilities ques- 


tion more difficult, because it will in- 
crease the threat of destructive com- 
petition in the Northwest and bring 
about a repetition of the TVA experi- 
ence.” 

Based on the ultimate plan outlined 
in the first annual report of the late 
Administrator J. D. Ross, Mr. Robin- 
son estimated that the final cost of 
Bonneville dam, power plant, and 
transmission system would be $180,- 
000,000, of which $146,000,000 
would be charged to power. He con- 
tended that $17,000,000 for transmis- 
sion provided previous to 1939 was 
more than enough to meet transmis- 
sion line requirements “for many 
years.” He estimated more than $80,- 
000,000 additional would be required 
to complete a supertransmission sys- 
tem as laid out by the administrator. 


T HE House of Representatives had 
appropriated in the 1940 bill $13,- 
000,000 for Bonneville transmission 
—a million less than the Budget Bureau 


approved—after a test vote that 
showed the membership two to one for 
the allocation. Previously, the House 
subcommittee on appropriations had 
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delved into the transmission situation. 
It heard Administrator Ross, whose 
death occurred a short time later, as- 
sert that the existing facilities of the 
private utilities were inadequate for 
transmission of Bonneville power. 

Placing the ultimate installation at 
Bonneville at 504,000 kilowatts, Mr. 
Ross* told the committee he had ap- 
plications from power districts in 
Washington state for 202,431 kilo- 
watts and contract applications of all 
kinds for 312,000. He predicted that 
by 1944 the requirements of the pub- 
lic utility districts making applications 
would be 442,162 kilowatts. The ad- 
ministrator contended that lack of 
transmission facilities had limited the 
market for power then available from 
two generating units already installed 
at Bonneville. 

Mr. Ross asserted production in 
the Northwest had doubled every five 
and a half years before the depression 
and that the increases would be re- 
sumed with recovery. This was chal- 
lenged by critics. However, from 1912 
to 1932, production of central stations 
in Washington state increased from 
71,415,000 to 2,544,767,000 kilowatt 
hours or nearly 3,000 per cent.® 

While the Senate committee 
evinced interest in Mr. Robinson’s 
proposal, it recommended the Bonne- 
ville figure approved by the House, and 
thus ended an initial attempt to curb 
appropriations for a Bonneville trans- 
mission system. How requests for 
future appropriations, if the late ad- 
ministrator’s plan is adhered to, will 
fare, time alone will tell. 


2 House Appropriations Hearings, Interior 
Bill, 1940, pp. 90-140. 


_% Bureau of Census report on Central Sta- 
tions, Abstract of Statistics, 1938. 
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O N the Grand Coulee power market} 


of the future, John C. Page 
commissioner, Bureau of Reclama. 
tion, was quizzed by the House Appro- 
priations Committee. As the first gen- 
erating unit at Coulee will not come in 
before 1943 or 1944, absorption of 
its output is a long-time consideration, 
Mr. Page in the record‘ pointed to the 
development of mineral resources in 
the vicinity and the settlement of some 
40,000 farms embraced in the Grand 
Coulee project as providing a part of 
the market for power. By 1965, he 
estimated the population within reach 
of transmission lines at 4,500,000 com- 
pared with 3,500,000 in 1937. Rec- 
lamation studies indicated, he said, 
the per customer use of electricity 
(for residential service) would be in- 
creased from an average of 1,350 kilo- 
watt hours to 3,000 or possibly more 
in 1965, while the number of residen- 
tial consumers would go from 718,000 
to 868,000. 
The rural market for electric energy, 
now 106,000 farms with an average 
consumption of 1,700 kilowatt hours, 


was expected to go to 250,000 with the | 


consumption increased to 4,000 kilo- 
watt hours per farm. Summing up, he 
estimated that the commercial use of 
electricity by 1965 will approach ten 
billion kilowatt hours, or two and one- 
half times the present annual consump- 
tion for this class of consumers. Pump- 
ing for the irrigation project at Coulee 
will require nearly two billion kilowatt 
hours a year when the entire project is 
in operation. 

“These studies indicate that all 
power from Grand Coulee dam will be 
sold and used in from twenty-three to 


4House Appropriations Hearings, Interior 
Bill, 1940, pp. 451, 452. 
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twenty-five years, which is in line with 
our program for installation in the 
power house,” Mr. Page added, ex- 
pressing the opinion that the wholesale 
rates would be 23 mills per kilowatt 
hour for firm power and about a half- 
mill for secondary to any agency that 


wants to buy it. 

ae Engineers in 1937 estimated 
fifteen years would elapse before 

all of Bonneville power would be ab- 

sorbed. They did not touch on Coulee 

prospects. 

So there you have the views of rep- 
resentative spokesmen of the private 
utilities and the Federal agencies con- 
cerned with the future market for 
power in the Pacific Northwest. Most 
Westerners are born optimists and 
forecasts of the demand for power may 
be too rosy. However, if past per- 
formances are a gauge for the future, 
recovery in that area will bring about 
a greatly increased consumption of 
electric energy. 

The suggestion that duplication of 
transmission facilities in the North- 
west should be avoided is supported by 
Professor Carl Edward Magnusson, 
University of Washington, who holds 
it would be “economically unsound” 
for the government to construct and 
operate an independent system and to 
compete for markets already served by 
privately and municipally owned utili- 
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ties over existing lines. He urged co- 
Ordination of all government lines 
with existing facilities. As alternatives, 
he suggested : 

(a) Interconnection of all privately 
and municipally owned systems with 
government lines without change of 
ownership. 


(b) Creation of a Pacific Northwest 
regional power transmission grid, 
owned and operated as a unit system 
by the United States government.® 
As Professor Magnusson is an en- 

gineer of wide reputation, his views 
are cited for the light they may throw 
on alternatives to the threatened con- 
troversy. 

With $30,000,000 already provided 
for Bonneville transmission, the gov- 
ernment has made a substantial start 
toward an independent system, and, 
once started, it is always difficult to 
halt a Federal program. 

But time is a great healer. Not so 
many months ago, there appeared lit- 
tle likelihood that the Tennessee Val- 
ley Authority and the utilities in its 
area would reach an accord, but ex- 
pensive duplication of facilities has 
now been avoided and peace—for a 
time at least—has been effected. 


N the Pacific Northwest and else- 
where a couple years ago, agitation 
centered around the type of adminis- 


5 Engineering Experiment Series Bulletin 
No. 99, University of Washington. 


e 


“UNDER the Boulder Canyon Act requiring contracts for 
repayment of construction costs, a market for power pro- 
duced on that project is assured with the output to be ab- 


sorbed in ten to fifteen years, perhaps earlier. Power re- 
ceipts at Boulder are now around $300,000 a month and 
will run $7,500,000 a year under present rates when all 


units are installed.” 


23 
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tration the government proposed for 
its power and conservation projects. 
A Columbia valley set-up similar to 
TVA was projected, but vigorous ob- 
jections seem to have ended that ob- 
jective. For a time there was more 
interest in what agency would handle 
Federal power on the Columbia than 
as to a possible conflict with private 
utilities. 

The Department of the Interior, 
long the dominating agency in water 
conservation and power development, 
seems destined to continue in control 
of the situation, at least so far as the 
distribution of power and construction 
of reclamation projects are concerned. 
How permanent the “provisional” ad- 
ministration of power at Bonneville 
under Interior will be and whether the 
Army Engineers will continue in con- 
trol of generation at that dam remain 
to be seen. 

Will the Federal reclamation power 
program be continued ? 

While the New Deal with President 
Roosevelt in particular has given rec- 
lamation its greatest impetus, Repub- 
licans have not been willing to sur- 
render responsibility for some of the 
undertakings that have been subjected 
to severe criticism. For instance, in an 
interview at Spokane, Washington, 
just before the 1938 election, former 
President Herbert Hoover asserted he 
had recommended the construction of 
Grand Coulee, adding: “I will rejoice 
when it is completed. Certainly no Re- 
publican administration is going to 
drop that project for a minute.’”® 


HAT the West has lacked in 
numerical strength in the Con- 
8 Congressional Record, March 16, 1939, 
pp. 40, 41. 
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gress it has made up with the vigor 
with which it has pressed its claims for 
the Federal government to aid in its de- 
velopment, to provide farm homes with 
security in water supply through irri- 
gation and cheap power. With an in- 
vestment of nearly three-quarters of a 
billion dollars already made, it is “un- 
thinkable to suggest it will be stopped” 
as Mr. Hoover remarked in Spokane in 
speaking of Grand Coulee in particular. 

Yet, with growing talk of economy 
and balanced budgets, the reclamation 
power program in the West will face a 
continuing battle for its annual share 
of the half-billion dollars necessary to 
complete construction under way. If 
Bonneville’s transmission system is ex- 
tended as planned, something like 
$100,000,000 additional will be re- 
quired for that project. 

The rapidity with which appropria- 
tions are made will depend in no small 
measure on the manner in which water 
users repay construction charges and 
how well power revenues from plants 
in operation like Boulder and Bonne- 
ville come up to expectations. Any 
complications like a battle with private 
utilities in the Northwest will be a 
stumblingblock and delay develop- 
ment of the West. 

Advocates of war to the death may 
find it to advantage to review the ex- 
periences in the Tennessee valley area, 
now that the utilities in the North- 
west have at least extended an olive 
branch. Further, when Uncle Sam 
found the policy of exterminating the 
Indians in the West was too expensive 
and was getting nowhere, he adopted a 
more generous policy of pacification. 
The Indians didn’t like the results, but 
they had no alternative but hopeless 
warfare. : 





WILL THE RECLAMATION POWER PROGRAM BE CONTINUED? 


Both the government and the utili- the Indian pacification. The nation, as 
ties may find it profitable to work outa a whole, has a big stake in the West, 
plan for peace in the Pacific North- both in economic and human consider- 
west. This might be effected through ations, that will not be realized if utility 
an honest effort to protect the public warfare continues to present complica- 
interest, rather than along the line of _ tions. 





Inland Waterways and the Public Interest 


6¢ i extent to which the Federal government should take 

the funds contributed by the taxpayers of the country 
and expend those funds in the construction and improvement 
of artificial channels for use by a comparatively few shippers, 
presents a very large question of public policy and of the public 
interest. Boats and barges on the inland waterways transport 
no commodities that the railroads do not transport. They serve 
no ports that are not served by the rail carriers. They furnish 
no transportation service that 1s not furnished and cannot be 
furnished by the railroads. 

“Rail transportation will not be made any cheaper by the 
diversion of traffic to other agencies of transportation who can 
furnish no service that the railroads cannot and do not furnish, 
and whose costs of furnishing the service, if the total social 
costs are taken into consideration, exceed the cost of trans- 
portation by rail. The loss of every ton of freight means that 
the unit cost for the tonnage remaining on the rails will be 
greater. Before setting up, therefore, and encouraging agencies 
that can exist only by the diversion of traffic from the rauroads, 
agencies that are subsidized by the government, directly, as in 
the case of the Federal Barge Lines, or indirectly, through 
the maintenance of free channels, consideration should be given 
to the question whether the total social cost of moving the 
traffic by transportation agencies other than the railroads will 
be less than the cost of rail transportation.” 

—EwM_Er A. SMITH, 
General Attorney, Illinois Central System 
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The Big Corporation Bugaboo 


The political propaganda against large 
business enterprise is, in the opinion of 
the author, factually baseless. 


By ALBERT W. ATWOOD 


CONSIDERABLE part of the poli- 
A teen stock in trade has long 

consisted of attacks upon large 
corporations, and this has been espe- 
cially the case in the last seven years. 
To a marked extent these assaults are 
vague, inconsistent, based upon unre- 
liable statistical data, and likely to mis- 
lead the unwary. Yet they have such 
an important influence upon public 
opinion and governmental policy that 
the errors involved should be carefully 
noted and pointed out. 

The strictures upon large corpora- 
tions often take the form of asserting 
that a limited number of companies 
own or control a large segment of 
wealth, and a very impressive showing 
can be made in this way. Without 
doubt the most influential of such 
statements is contained in the book, 
published back in 1932, The Modern 
Corporation and Private Property, by 
A. A. Berle and Gardiner C. Means, 
both well-known New Deal brain 
trusters. The essential charge made in 
this book is that the 200 largest com- 
panies (nonfinancial) had 49.2 per 
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cent of the assets of all nonfinancial 
companies at the beginning of 1930, 


HERE have been many other simi- 

lar critics of our corporate system 
since 1932, although generally based 
upon the Berle and Means theme and 
data. The most recent came out in the 
so-called Monopoly, or Temporary 
National Economic Committee, in- 
quiry, and concerned the life insur- 
ance companies. The investigators 


made a great point of the fact that the | 


five largest companies own 54 per cent 
of life insurance assets; the 20 largest 
companies own 80 per cent of all as- 
sets ; and the 25 largest companies own 
87 per cent of the assets. 

There was no secret about these 
facts; indeed, everybody knew them, 
that is, everybody who reads the avail- 
able reports. In fact, the big com- 
panies had more or less boasted of 
their size, and millions of policy 
holders actually approve rather than 
disapprove this condition of af- 
fairs. Yet our political friends have 
made much ado about it. 
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THE BIG CORPORATION BUGABOO 


N°’ the obvious thought which 
comes to many minds is that 
these big corporations are big only in 
a technical organizational sense. Their 
assets are held in trust for the benefit 
of millions of stockholders or policy 
holders. We personify these great 
corporations, whereas in reality they 
are nothing but reservoirs or pools or 
assemblages of multitudinous private 
holdings ; in the case of the life insur- 
ance companies, there are 65,000,000 
policy holders. 

But do not suppose for one moment 
that the political officeholder is 
daunted by facts like these; he tries at 
once to tear down the significance of 
all the figures which show the wide 
distribution of corporate ownership. 
For example, when the Senate Finance 
Committee was holding hearings on a 
revenue bill in 1935, Robert H. Jack- 
son, then assistant general counsel of 
the Treasury and now Solicitor Gen- 
eral of the United States, presented a 
detailed analysis ridiculing a magazine 
article which had sought to show how 
widely wealth is distributed. Jackson 
even sought to belittle the wide distri- 
bution of life insurance policies. 

But we have much more recent ex- 
amples of such efforts on the part of 
officeholders. When Secretary Ickes 
addressed the Commonwealth Club of 
San Francisco on “The Sixty Fam- 
ilies Revisited,” he used the Berle and 
Means figures and then declared that 
the danger of corporate concentration 
is not reduced or eliminated by the 
wide distribution of their securities. 
Then followed two sentences which 
must be quoted exactly because they 

give the clue to what follows: 


For example the American Telephone 
and Telegraph Co. is frequently cited as a 


case where a large company is owned by 
over 675,000 small stockholders. But you 
are seldom reminded of the fact that the 
combined holdings of 43 large stockholders 
are as great as the combined holdings of 
nearly 250,000 small stockholders. 


M R. Ickes then went on in his usual 
strain to talk about corporate 
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“pirates,” “economic power,” “privi- 
leged”’ classes, and the like. I, for one, 
have no particular interest in his views 
on these subjects, but in his specific 
effort to belittle the wide distribution 
of American Telephone stock I am in- 
terested, because such statements leave 
a distinctly incorrect impression, and 
should be set right. 

Incidentally Mr. Ickes’ figures ap- 
plied to the year 1935. As of Septem- 
ber, 1938, the most recent date for 
which the information is available, 
the correct figures would be 648,000 
stockholders of record, 223,600 own- 
ing from 1 to 5 shares, and 41 large 
stockholders of record owning 10,000 
shares or over. 

But the situation with respect to 
these large holders has changed very 
little since 1935. Whether 1935 or 
1938 figures are used it is utterly de- 
ceptive to compare the large holders 
of record with the small holders, be- 
cause the large holders are for the 
most part banks, trust companies, 
brokers, insurance companies, invest- 
ment trusts, or their nominees, who 
are holding the stock in their names 
for the beneficial interest of many 
thousands or even millions of individ- 
ual owners. ; 

These 41 largest stockholders have 
961,572 shares registered in their 
names. But of the 41 no less than 22 
are banks and trust companies and 6 
are brokers, holding 456,555 and 
164,858 shares, respectively. How 
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Control of Automobile Production 


wat HREE big companies control 86 per cent of the automobile pro- 
duction, but there are 300,000 small business men engaged in 


the distribution and servicing of these products. 


The 1935 census 


showed 314,270 ‘automotive stores,’ such as salesrooms, filling stations, 
garages, battery and tire shops, etc., which did a total business of 
$6,574,364,000, an average of $21,000 per store.” 





many individuals these 22 banks and 
6 brokers represent I do not know, 
but a similar number of banks and 
brokers in 1935 held the stock mostly 
in a fiduciary capacity for 5,000 cus- 
tomers. 


tamil we note that 2 life insurance 


companies, the Sun Life of 
Canada and the John Hancock of 
Massachusetts, have a total of 128,250 
shares. These 2 companies together 
probably have several million policy 
holders, and one of them, the Sun Life 
of Canada, is by far the largest single 
stockholder in the American Telephone 
Company, having more than twice as 
much stock as any other stockholder. 
Next we find that 3 investment 
trusts, with more than 36,000 bene- 
ficial owners, have 86,514 shares. Nor 
is that all; one of the largest stock- 
holders is the Commonwealth 
Fund, a philanthropic foundation. 
Thus of the 41 largest stockholders, 
34 are banks, trust companies, bro- 
kers, life insurance companies, invest- 
ment trusts, and foundations, which 
JAN. 4, 1940 


represent millions of beneficiaries. Of 
the remaining 7 largest stockholders, 
2 are trustees and estates, 2 are mis- 
cellaneous companies, and 3 are indi- 
vidual men. 


ua, in connection with this 
Ickes-American Telephone _inci- 
dent, three facts should be noted, very 
briefly : 

First, the company has no way of 
determining what number of the 
largest individual holders it would 
require to equal the holdings of the 
223,600 stockholders in the lowest 
stockholding group, but it would be 
many times the figure of 41. 

Second, the 41 largest holders own 
only 5 per cent of the total outstanding 
shares. 

Third, did Mr. Ickes explain who 
the 41 largest stockholders are? He 
did not; he went on immediately to 
another subject. Did he explain that 
the largest single stockholder by far 
is a life insurance company whose 
policies are held all over Canada and 
the United States? He did not. 
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THE BIG CORPORATION BUGABOO 


bh Mr. Ickes’ case vanishes into 
thin air, once we examine the sta- 
tistical basis for his assertions. The 
kind of concentration of stock owner- 
ship which he tried so hard to impress 
upon his San Francisco listeners has 
no reality at all. 

But those of us who do not think 
the big corporations are necessarily as 
wicked as the politicians try to make 
them out have still other answers. 
Berle and Means, for example, say 
that 200 nonfinancial corporations 
have nearly half the assets of all non- 
financial corporations. But they in- 
clude the railroads and utilities, which 
by their very nature must be large. In 
fact, we have had a Federal statute 
ever since 1920, the Transportation 
Act, which provides that the Inter- 
state Commerce Commission shall lay 
plans for still larger railroad systems. 

Do we want our utilities and rail- 
roads broken up into tens of thousands 
of tiny units? If not, then what is the 
point of these constant onslaughts 
upon the big corporations by men like 
Ickes and Jackson? They can’t have 
it both ways. They are not entitled to 
the benefits of integration of railroads 
and utilities while at the same time de- 
nouncing corporations as a whole, in- 
cluding the railroads and utilities, for 
being so large. 


fein point is that the power 
which the managers of the large 
corporations can wield has been enor- 
mously exaggerated by those who at- 
tack them. The railroads, utilities, 
banks, and insurance companies are 
all subjected to many kinds of regula- 
tion and control. Rates and financing 
are all regulated for the railroads and 
utilities by state and Federal agencies. 


The banks have three or four Federal 
agencies to deal with, and the insur- 
ance companies must submit to minute 
state regulation in regard to the polli- 
cies sold and the investments bought. 

Furthermore there is the greatest 
possible diversity in the degree of con- 
centration among different lines of in- 
dustry. That is, the large corporation 
is in no sense a universal phenomenon. 
In fact, several of the government 
witnesses before the recent monopoly 
investigation were fair enough to 
point this out. Dr. Willard Thorp, 
for instance, showed that while the 
four largest companies control only 2 
per cent of the women’s clothing busi- 
ness, the three largest companies con- 
trol 86 per cent of the automobile 
business. It is also well known that 
despite the growth of the chain stores 
the number of independent retailers 
has shown no falling off. 

But even where a few companies do 
control a large percentage of their in- 
dustry, as in the case of automobiles, 
it does not necessarily follow that they 
constitute a monopoly in any sense. In 
fact the emergence of “big business” 
in automobile manufacture seems to 
have caused a tremendous increase in 
profitable investment in small enter- 
prises. 


HREE big companies control 86 
per cent of the automobile pro- 
duction, but there are 300,000 small 
business men engaged in the distribu- 
tion and servicing of these products. 
The 1935 census showed 314,270 
“automotive stores,” such as sales- 
rooms, filling stations, garages, bat- 
tery and tire shops, etc., which did a 
total business of $6,574,364,000, an 
average of $21,000 per store. 
JAN. 4, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


The vast majority of these stores 
are independently owned and oper- 
ated. In addition, a single one of 
the automobile companies, General 
Motors, deals with 11,000 suppliers 
of parts and other equipment, the ma- 
jority of which are small and independ- 
ent concerns. 

Finally, we have very little convinc- 
ing evidence that large corporations 
are necessarily more profitable than 
smaller ones. Take the oil industry, 
which has some very large units. But 
for each one there are thousands of 
small units, many of them doing rela- 
tively better, taking into account the 
ratio of capital to earnings, than the 
big integrated companies. 


Re these and other reasons we 
should take with several grains of 
salt, to say the least, these periodic at- 
tacks upon large corporations as such. 
They have their defects, serious ones, 
but so have large government agen- 
cies. 

The problem of effective social 
control and purpose is a major one, in 
either case. 

But the point which it is hoped this 
article has succeeded in making clear 
is that much of the attack being made 
upon large corporations is factually 
baseless. 

There is enough in industry to criti- 
cize without having to waste our time 
on unwarranted accusations. 





War Restrictions on French Telephone Service 


HE JOURNAL OFFICIEL of the French government for 

August 28, 1939, published a decree regulating telephone 
communications relative to the general organization of the 
French nation for war emergency. Among the provisions are 
the following: 


(1) Priority of official telephone communications in all French terri- 
tory (civil or military); (2) public pay stations are suppressed in 
restricted areas and private telephone communications can only be 
made from the phone of a subscriber who is responsible for all com- 
munications transmitted over the subscriber’s apparatus; (3) private 
telephone communications on all international lines are suppressed; 
(4) in areas restricted for military or maritime operations, private 
interurban telephone communication is subject to the supervision of 
the military or maritime authorities, respectively; (6) private tele- 
phone conversations must be exchanged exclusively in the French 
language, except in colonial countries where native language is per- 
missive; (7) failure to comply with these regulations subjects the 
offending person to prosecution under the articles of the French Penal 
Code relating to “correspondence with the enemy.” 
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Wire and Wireless 
Communication 


OME time in the near future—possi- 
S bly before these lines appear in 
print—the FCC will forward to the 
Senate Interstate Commerce Committee 
its factual report and recommendations 
on a proposed merger of the two com- 
petitive wire telegraph systems. Whether 
Senator Wheeler will release the report 
immediately or wait until his committee 
has a chance to get to work on it, remains 
to be seen. 

Advance rumors have it, however, 
that the report will recommend that Con- 
gress enact “permissive” legislation 
which would authorize some sort of a 
merger of the two wire companies. It is 
also suggested that certain competitive 
features of the AT&T system (notably 
leased wire and teletype service) may be 
thrown into the proposed merger on the 
theory of the tail following the hide. It 
is said that the Bell interests are not par- 
ticularly opposed to this shift if a satis- 
factory merger for the telegraph indus- 
try can be otherwise worked out. 

More formal opposition may be ex- 
pected from the labor unions which are 
suspicious of any merger for fear that 
it will permanently destroy employment 
opportunities. For this reason Joseph 
Selly, president of the American Com- 
munications Association (CIO), bitterly 
assailed the forthcoming FCC report en- 
tirely on the basis of an inspired article 
published in The New York Times 
which purported to sketch the content 
of the report. 


SIGNED article by William J. Wheat- 
ley, which recently appeared in 


The Evening Star (Washington, D. C.), 
suggested the interesting possibility of a 
merger between Western Union and 
Postal Telegraph on a voluntary basis 
even before the pending Senate investi- 
gation gets under way. Mr. Wheatley 
stated in part: 


While the Federal Communications Com- 
mission, the Departments of Justice, Com- 
merce, and Labor and Senator Burton K. 
Wheeler’s Senate Committee are working 
up the data in preparation for the investi- 
gation, Senator Wheeler and administra- 
tive officials were represented as holding out 
hope that a plan could be worked out for 
joint action which would result in a single 
wire line company. 

The most vexing problem in connection 
with the proposed merger plan is that of 
the resultant increasing of unemployment. 
However, it was said that a plan is being 
sought whereby at least half of the 15,000 
employees of Postal might be absorbed by 
Western Union or any new corporation 
which might result from the merger. 

Senator Wheeler has indicated that he 
would not consider any plan which does not 
have administration approval. The Depart- 
ment of Justice was working on a scheme 
to merge the companies by a consent decree, 
but this proposal was halted when the Sen- 
ate authorized its investigation of the 
merger. 


There is some feeling among Wash- 
ington observers that if the forthcoming 
FCC report unanimously proposes a rea- 
sonable plan for permissive legislation, it 
has a fair chance of getting through at 
the next session unless the organized 
labor lobbies decide to stall the measure. 
After all, such an enactment would still 


-leave many hurdles to be surmounted be- 


fore a merger would become an actual 
fact. It would simply remove the anti- 


JAN. 4, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


trust barrier which now technically for- 
bids any combination of the two com- 
petitive wire services. If the matter 
should go over the session, however, and 
it is decided that the special Senate com- 
mittee will have to make a special investi- 
gation, Senator Wheeler will have to ask 
for more money since he was given only 
a niggardly appropriation of $5,000 at 
the last session. 

The Federal Communications Com- 
mission, being the regulating agency of 
the communications systems, has been 
selected to collect and codrdinate the 
data in its possession and in the files of 
other departments. A special committee 
of the commissioners and the staff of the 
commission has been meeting on the mat- 
ter. Out of these meetings may come a 
rough draft of a plan for a voluntary 
merger of the companies. It is known 
that some of the members of the commis- 
sion are definitely against any merger 
which might saddle one company with 
the liabilities of the other, with the re- 
sult that the merged unit would get off 
to a bad financial start. 

The FCC’s merger committee is head- 
ed by Chairman James Lawrence Fly 
and consists of Commissioner Norman 
S. Case, William J. Dempsey, general 
counsel; James A. Kennedy, assistant 
general counsel; William J. Norfleet, 
chief accountant ; and Robert M. Cooper. 
The latter has recently been transferred 
to the communications body from the 
Department of Justice, where he has 
handled litigation involving the wire 
companies and where the consent decree 


merger plan was born. 
*x* * * * 


Byers sources said shortly 
before Christmas that the New 
Deal had dropped plans for reorganiza- 
tion of the Federal Communications 
Commission. In 1938, in letters to the 
chairmen of the Senate and House Inter- 
state Commerce committees, the Presi- 
dent endorsed the principle of proposed 
reorganization of the FCC into a 3-man 
body, and bills were introduced in both 
houses. 

The commission has been torn by in- 
ternal dissension and there are pending 
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numerous resolutions calling for its in- 
vestigation. Congressional sources said 
that under its new chairman, James L. 
Fly, the commission had been working 
more in harmony and that probably the 
only legislation Congress would consider 
on the subject would be amendments to 
the Act. 

However, Representative Richard B. 
Wigglesworth (R., Massachusetts), 
sponsor of one investigation resolution, 
said he hoped an inquiry would be voted 
permitting an “investigation of the whole 
field.” 

* ke Ok OO 


EW York’s legal department last 
N month construed the recent deci- 
sions of the U. S. Supreme Court out- 
lawing evidence obtained by wire tapping 
as applicable only to the Federal courts. 
The state officials’ reaction was believed 
to be based upon the assumption that 
methods of procedure and rules of evi- 
dence in state courts are matters within 
the province of state sovereignty unless 
some constitutional guaranty of a litigant 
(such as the right to due process) should 
be violated. 

Incidentally, the two Supreme Court 
decisions which outlawed, respectively, 
(1) the use in Federal criminal proceed- 
ings of indirect evidence obtained by 
wire tapping and (2) similar evidence 
obtained from messages transmitted en- 
tirely within a single state—were osten- 
sibly based upon § 605 of the Communi- 
cations Act which prohibits unauthor- 
ized interception of telephone messages 
or other private communications. 

A New York constitutional amend- 
ment approved by the electorate in No- 
vember, 1938, permits introduction of 
such evidence if a state supreme court 
warrant is obtained prior to interception 
of the wire communications. The war- 
rant may be issued, the Constitution pro- 
vides, only upon oath that there is “rea- 
sonable ground to believe that evidence 
of crime may be thus obtained,” and 
after a description of the persons whose 
wires are to be tapped, and “the purpose 
thereof.” 

After studying the opinion, the state 
attorney general declared “unofficially” 
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WIRE AND WIRELESS COMMUNICATION 


that the tribunal’s ruling did not apply 
to criminal actions in state courts. Wire 
tapping was one of the chief issues in the 
constitutional convention between Dem- 
ocrats and Republicans. The former, 
the minority group, sought approval of 
an amendment prohibiting introduction 
of all evidence obtained by wire tapping, 
but the Republicans won inclusion of the 
warrant provision. 

The U. S. Department of Justice, in a 
brief filed with the United States Su- 
preme Court, said a decision banning the 
evidence would forbid “evidence of in- 
tercepted intrastate communications by 
state officers in state prosecutions, al- 
though a state Constitution or statute 
may specifically make such evidence ad- 
missible.” 


1TH Supreme Court decisions out- 

lawing wire tapping as a means of 
Federal crime detection, a movement 
may be launched in Congress for enact- 
ment of legislation permitting use of the 
method in a limited field. Chairman Lea 
(Democrat, California), of the House 
Interstate Commerce Committee, said re- 
cently that he may introduce a bill modi- 
fying the present law if requested to do 
so by the administration. The decision 
on congressional action, it appeared, 
must be made by Attorney General 
Frank Murphy. 

Expanding a previous decision that 
the Federal Communications Act for- 
bade interception of interstate messages, 
the court on December 11th ruled that 
the ban applies to intrastate messages and 
to criminal evidence based upon “leads” 
obtained by tapping wires. The decisions 
are so broad, it was indicated, that use of 
wire tapping would be denied to state 
law enforcement agencies. Chairman 
Lea said: 

In 1938 our committee reported out a bill 
which permitted use of wire tapping upon 
the express authority of the head of a de- 
partment or agency, such as the Federal Bu- 
reau of Investigation or the Narcotics Divi- 
sion of the Treasury Department. The bill 
was passed by the House, but was not acted 
upon in the Senate. There was strong op- 
position to it. The committee’s idea was 
that wire tapping could be used in limited 


fashion without infringing upon constitu- 
tional rights. 


x * 
EORGE Whitney, senior partner of 
J. P. Morgan & Co., emphatically 
denied that he kept from Federal mo- 
nopoly committee (Temporary National 
Economic Committee) investigators a 
memorandum of a meeting, May 5, 1920, 
of financiers in the private library of J. 
P. Morgan. The memorandum, in pen- 
cil, referred to a discussion by Morgan, 
Henry P. Davidson, a Morgan partner, 
and the late Robert Winsor, president of 
Kidder, Peabody & Co., of Boston, con- 
cerning distribution of American Tele- 
phone and Telegraph financing. Com- 
mittee investigators said they obtained it 
from Kidder, Peabody files. 

Whitney identified his handwriting on 
the memorandum, and when asked why 
the memo was not supplied to the com- 
mittee, replied heatedly that the memo- 
randum was not in the files of J. P. Mor- 
gan & Co. 

The memorandum carried the allot- 
ments of Morgan and other firms in 
AT&T securities underwriting. It 
showed the Morgan firm had 20 per cent, 
while 30 per cent was allotted to Kidder, 
Peabody and subdivided among New 
England underwriters. Other firms also 
shared in the issue. Peter Nehemkis, 
SEC attorney, said the conference “was 
concerned with” $832,000,000 of AT&T 
financing between 1920 and 1934 with a 
net profit to J. P. Morgan & Co. of $900,- 
000. Whitney said that amount of busi- 
ness “may have resulted from the con- 
ference, but it was not concerned with 
it,” at that time. 

Securities and Exchange Commis- 
sioner Leon Henderson told the monop- 
oly committee it was impossible to deter- 
mine whether J. P. Morgan & Co., in un- 
derwriting almost $2,000,000,000 of 
bonds for the American Telephone and 
Telegraph Company in the last thirty- 
three years, did so “at the lowest cost 
and in the manner most in the public 
interest.” 

‘Henderson made his statement as 
Whitney testified about the Morgan rela- 
tionship with the telephone company. 
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Henderson said that “at no time during 
this entire period did the bankers or the 
company consider any alternative method 
than that of direct dealings with a single 
banking group.” 

Dr. N. R. Danielian, research director 
of the Senate Civil Liberties Committee, 
earlier said that since 1906 all AT&T 
bonds have been sold without competitive 
bidding to J. P. Morgan & Co. and asso- 
ciates. He said: 

The total amount of telephone bonds so 
conveyed to them in this period, including 
those of subsidiaries, was close to $2,000,- 
000,000. The banker’s commission on these 
issues during this period was between $30,- 
000,000 and $40,000,000 

a a ke 

UBLIC interest is the only criterion in 

weighing decisions of the Federal 
Communications Commission, the U.S. 
District Court of Appeals ruled on De- 
cember llth. Under the decision, no 
matter how much a broadcasting station 
may suffer economically by an FCC rul- 
ing, the courts can intervene only if the 
public interest will suffer. Associate 
Justice Justin Miller wrote: 

In order that a person who challenges a 
decision of the FCC may succeed, he must 
show the FCC’s action, of which he com- 
plains, is contrary to the public interest, con- 
venience, or necessity. This being true, it 
follows no showing of injury, suffered or 
threatened, would be sufficient unless it also 
ap 2 pen that, as a result of such injury, the 

lic interest, convenience, or necessity, 
would suffer. This may seem a harsh rule 
and a difficult burden but it is the rule which 
governs one which enters this field of enter- 
prise and it is a burden which he cannot 
escape. 


The appellate tribunal upheld the ac- 
tion of the FCC in granting the applica- 
tion of the Troy Broadcasting Co. for a 
permit to construct a broadcasting sta- 
tion at Troy, N. Y. The Adirondack 
Broadcasting Co. and Station WOKO 
objected to granting of the license, claim- 
ing they would be deprived of a large 
portion of their audience and revenue. 

os © ss 

N addition to finishing up the telegraph 

merger report, the FCC was busy on 
two other important matters during the 
closing days of 1939. One concerned the 
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study recently filed by Commissioner 
Thad H. Brown on the subject of pro- 
viding for more adequate protection of 
life and property on the Great Lakes and 
inland waterways of the United States 
through the use of radio communications 
facilities. Commissioner Brown (who 
was assisted in his study by a special 
staff of experts, including Professors N, 
L. Fair of Temple University and G, 
Lloyd Wilson of the University of Penn- 
sylvania) found that the present use of 
radio communications facilities on the 
Great Lakes and inland coastal shipping 
does not sufficiently protect life and 
property. The report included statistics 
showing the relative loss of vessels with, 
as compared with vessels without, radio 
communications facilities in the shipping 
areas under survey. 

As for the Great Lakes section, the 
Brown report recommended a uniform 
system of radio telephony to be put into 
effect in 1942 upon agreement with 
Canada. For the inland waterways, it 
recommended a method of radio com- 
munication (whether radio telephony or 
radio telegraphy) which “would be op- 
tional for all bay or sound vessels com- 
pulsorily equipped.” The report also 
suggested standards for exemption from 
compulsory equipment requirements 
with respect to the size of vessels and the 
length of voyages involved. 

The other important activity of the 
FCC was the annual task of justifying 
the commission’s budget before the 
House Appropriations Subcommittee. 
The hearings marked Chairman Fly’s 
first appearance before the legislators in 
that capacity. Unofficial reports indicate 
that he got along very well. However, 
there is considerable doubt as to whether 
the economy-minded committee will 
agree to an increase of $300,000 (making 
a total appropriation of $2,100,000) over 
the FCC appropriation for the current 
fiscal year in order to take care of new 
equipment which the commission says is 
necessary for radio broadcast supervi- 
sion. 

Another increase of $300,000 for set- 
ting up a special telephone bureau was 
cut out of the budget. 
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Is a Grid Necessary? 


g & administration’s plan fora “grid” 
connecting all principal eastern 
utility systems, public and private, is 
still in the discussion stage but raises a 
number of important questions. 

First, is the “grid” necessary? We 
already have a great deal of intercon- 
nection. The 1937 census of the electric 
light and power industry, recently pub- 
lished, contains some interesting figures. 
While it is difficult to reconcile exactly 
the statistics on “sales for resale” and 
“purchased energy,” they indicate that 
approximately 28 per cent of total 
United States kilowatt hours were pur- 
chased or received from other sources 
by the reporting company, principally 
other electric light and power companies. 
Obviously, this represents the flow of 
energy through our present “grid” of 
interconnections, operating under nor- 
mal conditions. In New England nearly 
half the power passed through a “grid,” 
in the East North Central region nearly 
a third, and in other sections a fourth, 
fifth, or a sixth of the total amount gen- 
erated. With this present grid in opera- 
tion, is it necessary to build a complete 
new system? Whether paid for by the 
Federal government or the utilities them- 
selves, is the expense warranted? Could 
not some additional interconnection be 
built to complete our present system, 
rather than laying out a new and 
elaborate project for the entire eastern 
section of the country? 

The second question is—how much 
reserve generating capacity do we now 
have? Various estimates have recently 
appeared and the whole question should 
be further explored. The National 
Power Policy Committee estimates that 


with national income at $90,000,000,000 
(full national productive capacity) 
power demand would be around 148,- 
000,000,000 kilowatt hours, or 21 per 
cent over 1937. In the chart on page 
36, which we have adapted from one 
published in Barron’s last year, is shown 
the trend of electric power consumption 
for the past thirteen years, with the 
estimated future trend indicated. In 
1937 “ultimate customers” actually used 
only 99,446,000,000 kilowatts (as indi- 
cated in the chart), the remaining 20,- 
364,000,000 kilowatt hours representing 
energy used by the producing company, 
lost, or resold. A 21 per cent increase 
over 1937 sales to ultimate consumers 
would, in the chart, represent an esti- 
mated normal growth of about four 
years, to 1943. 


| goonies recently estimated “readily 
employable” generating capacity at 
about 25 per cent above the 1937 peak 
demand—in other words about 14 per 
cent over the estimated 1939 level—but 
this included some obsolete and expen- 
sive equipment. 

The United States Chamber of Com- 
merce, in its report on power resources 
just off the press, estimates that capac- 
ity in 1940 will be 140-145,000,000,000 
kilowatt hours, which compares with the 
EEI figure of about 130,000,000,000 at 
the end of 1938 and is about 19 per cent 
in excess of total net output in 1937. It 
also points out that in 1938 total genera- 
tor capacity in the ten states composing 
the industrial Northeast had surplus 
capacity amounting to about 43 per cent 
of the peak demand on generators. Based 
on a similar study of 1929 reserve capac- 
ity (in “America’s Capacity to Pro- 
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duce”), the present reserve is larger than 
in that year. The large amount of new 
capacity being added in 1939-40 should 
further increase our power reserves. 

During 1939, without war conditions, 
we have already had a severe test of re- 
serve capacity. Production of hydro- 
electric plants has been far below nor- 
mal, particularly in New England, 
Pennsylvania, and Maryland, due to 
drought conditions. Steam plants have 
been called upon to make up this de- 
ficiency, at the same time that total out- 
put was increasing to new high levels; 
and there has thus far been no indica- 
tion of a power shortage. 

As regards the immediate outlook for 
power needs, it is generally anticipated 
that a moderate industrial recession will 
occur in the first quarter of 1940. With 
the Federal Reserve Board index cur- 
rently around 124, compared with the 
high for the unadjusted index of 119 
in 1929, it appears likely that present de- 
mand for electric power may not be 
duplicated during the first half of 1940. 
Some recent estimates are that the Fed- 
eral Reserve index may average only 
about 110-15 during the first quarter of 
1940. This should give the utilities a 
breathing spell to expedite plans and pro- 


grams for increasing capacity. If 
drought conditions are relieved, hydro 
plants will automatically pick up load. 


F hess new “grid” system might prove 
as wasteful as some other govern- 
ment power projects. Interconnection, in 
order to prove profitable, should 
obviously be between companies whose 
peak loads do not come simultaneously, 
For war purposes, of course, this argu- 
ment loses weight if the idea is to pro- 
tect any one area against local loss. 

If a program of general interconnec- §f 
tion is to be mapped, the Federal govern- 
ment should help to clear up the question 
of regulatory jurisdiction. Certain utili- 
ties, notably in Connecticut and New 
York, have in the past sought to avoid 
interconnection over state lines because 
this would bring them under the regula- 
tion of the Federal Power Commission. 
The public service commission of New 
York has just sent a sharp letter to the 
FPC in which it declared that it was very 
definitely interested in any attempt upon 
the part of a Federal agency to extend 
jurisdiction over a corporation which is 
engaged entirely in intrastate commerce. 
(See page 51.) 

The particular case referred to was the 
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FPC order requiring Central New York 
Power Corporation to show cause why it 
should not be considered a natural gas 
company as defined in the Natural Gas 
Act. However, while electric intercon- 
nection is not involved in this particular 
case, recent court decisions have indicated 
that where interconnection is once estab- 
lished, even though it is only for emer- 
gency or reserve use, the company’s 
operations assume an interstate character 
and thus become subject to Federal regu- 
lations. This phase of the “grid” pro- 
posal has not thus far been brought into 
the discussion. 

The “grid” might also help the Fed- 
eral government in its efforts to gain more 
complete control over undeveloped 
hydroelectric power resources. The 
FPC has had difficulty in obtaining court 
sanction in its efforts to include non- 
navigable streams under its jurisdiction. 
New England states have proved jealous 
of their flood control and hydro resources. 
Here also the “grid” idea might eventu- 
ally meet local opposition, although much 
depends on the scope of the plan. 


NOTHER source of friction might be 
Federal plans for obtaining a better 
market for its own power. At the moment 
TVA has no excess power for sale, but 
it may have in the future. Bonneville and 
Grand Coulee, when fully developed, 
will probably have considerable power 
surplus. Their engineers are experiment- 
ing with the idea of cross-country, direct- 
current, heavy-voltage transmission— 
something experts have dreamed of for 
years but have not yet accomplished. Pos- 
sibly the utility “bloc” at Washington 
has some idea that grid lines in the East 
will pave the way for a nation-wide sys- 
tem, thus disposing of excess power on 
the Pacific coast. 

As described in Fortune’s article, 
“The Coming Boom in Kilowatts,” the 
development of the network analyzer or 
calculator (an invention similar to the 
stationmaster’s model of a railroad yard) 
has greatly simplified the work of gauging 
the benefits of power interchange. The 
analyzer, owned by some large companies 
and rented by others, has reduced the 


cost of interconnection and facilitated 
accounting arrangements. Further use of 
this device will doubtless help to close the 
gaps now existing in our system of inter- 
connection, without the necessity for a 
huge and costly new “grid.” 


> 


Five Per Cent Return “Not 
Confiscatory?” 


HE supreme courtof Illinois recently 

decided that a return of 5 per cent 
on the value of the property of Peoples 
Gas Light & Coke Company was “not 
confiscatory,” reversing the decision of 
the lower court which fixed a 64 per cent 
rate as necessary to avoid confiscation. 
(See page 58.) The court also fixed valu- 
ation at only $120,000,000, compared 
with the $147,000,000 value determined 
by the lower court. Multiplying the two 
factors, the amount of net income con- 
sidered satisfactory by the lower court 
was nearly 60 per cent higher than the 
amount as determined by the supreme 
court formula. In addition, the supreme 
court sustained certain accounting ad- 
justments which operated against the 
company. 

Five, per cent seems to represent a new 
low level for a nonconfiscatory return. 
It is true that in the three decades since 
the historic Smyth v. Ames decision, 
court interpretation has varied consider- 
ably, owing to changes in monetary con- 
ditions as well as in court viewpoint ; but 
in general the zone of rates has been be- 
tween 6 and 8 per cent. 

The courts have not, however, at- 
tempted to follow the exact trend of in- 
terest rates for new security offerings of 
a high-grade character. Obviously, if 
this were the test, the current enforceable 
return might be around 34-4 per cent. It 
must also take into account the percent- 
age rate paid to junior security holders. 
Most utilities in recent years have been 
unable to earn enough, despite lower rates 
for senior financing, to attract new capital 
through the issue of junior securities. 


- Thus, the low rate for senior money has 


been largely offset by the increased cost 
of junior capital. 
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Opportunity to Increase 
Industrial Revenues 


Be he electric power and light industry 
should be able to increase its 
revenues from industrial and commer- 
cial consumers, regardless of the business 
cycle, due to recent developments—the 
demand for improved factory lighting 
standards, the technical progress with 
fluorescent lighting,* and the recent re- 
vision of the Electrical Code. 

The changes in the code which permit 
thin wall insulation and greater conduit 
fill for rewiring should greatly reduce the 
cost of rewiring commercial buildings to 
provide increased capacity, and occu- 
pants will not have to be disturbed by the 
structural changes which were formerly 
required. 

The new code, which should be in 
operation by late summer, opens up a 
new promotional field, since it will 
facilitate the increased use of electricity 
not only for lighting but for air condi- 
tioning, heating, and other industrial 
uses. It should prove an important fac- 
tor in the continued expansion of the elec- 
tric industry and the increased sale of 
electricity. 


¥ 


December Financing 


TILITY financing in the last weeks of 
December included the two large 
Indiana issues, successfully syndicated 
by Halsey, Stuart & Co. On De- 
cember 14th the third and last of the 
large issues held over from August— 
$45,000,000 Northern Indiana Public 
Service Company first 33s due 1969 was 
offered at par. A good institutional de- 
mand was reported for the bonds, which 
sold at a small premium in early trading. 
An early ruling is expected by the SEC 
on the much-debated Consumers Power 
Company financing. Other important 
issues still in SEC registration include 


*The Simonds Saw & Steel Company of 
Fitchburg, Mass., has built a large factory 
which is entirely windowless and partitionless, 
and illuminated by fluorescent lamps. 
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$39,000,000 Jersey Central Power & 
Light Company first mortgage bonds 
(also $3,225,000 serial notes), $10,000,- 
000 Pennsylvania Water & Power Com- 
pany, $9,650,000 New England Power 
Company, $7,750,000 Marion-Reserve 
Power Company first 34s, and $6,750,000 
Southwestern Light & Power Company 
first 33s. 

Central States Electric Company of 
Iowa on December 7th registered $2,- 
250,000 first 4s due 1964 and $750,000 
serial 44s. The bonds are to be publicly 
offered, and the notes to be sold pri- 
vately. 

Kentucky Utilities Company (Middle 
West system) on December 8th advised 
the SEC regarding a proposed issue of 
$26,000,000 first mortgage bonds due 
1970 and $6,000,000 serial debentures. 

American Gas and Electric Company 
on December 6th filed a declaration with 
the SEC regarding proposed issuance of 
$30,000,000 sinking fund debentures, a 
temporary bank loan of not over $20,- 
000,000, and 355,623 shares of preferred 
stock, all in connection with refunding 
operations. A stockholders’ meeting was 
called for January 3rd to authorize re- 
tirement of the present preferred stock. 

Potomac Electric Power Company 
(North American system) has been 
authorized by the SEC to sell $5,000,- 
000 first 34s of 1974 to the Metropolitan 
Life Insurance Company and the Mutual 
Life Insurance Company. 

Wisconsin Michigan Power Co. 
(North American system) has received 
SEC approval for the sale of $4,000,000 
434 per cent preferred stock. The com- 
pany will also issue to the parent com- 
pany 10,000 shares of common stock and 
borrow $620,000 from banks. 


> 
Columbia Gas Plans Merger 


Program 


.; OLUMBIA Gas & Electric Corporation 
is reported ready to proceed in the 
near future with a program of corporate 
consolidation. Assuming that local com- 
missions approve, it is planned to merge 
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14 subsidiaries into three large operating 
units, eliminating all subholding com- 
panies and reducing directly owned sub- 
sidiaries from 33 to 22. 

The companies to be merged include 
eight serving Pittsburgh and vicinity, 
four in Ohio, and two in Kentucky. All 
of the 22 utilities will then be wholly 
owned by Columbia except for a few 
shares held by directors. 

Some progress is also being made 
toward clearing up the troublesome prob- 
lem of relinquishing control of Pan- 
handle Eastern Pipe Line. A syndicate 
headed by Glore, Forgan & Co. has 
offered about $15,000,000 ($37 a share) 
for the stock interest in Panhandle held 
by Columbia Oil & Gasoline, and also 
proposes to refinance the $11,000,000 
preferred stock. 

Various plans proposed in the past year 
or so by the Columbia management for 
disposing of the Panhandle equity have 
either been abandoned or become in- 
volved in litigation with minority in- 
terests. In 1938 a Glore, Forgan group 
bid $25, and later $27, for the stock. It 


is expected that the Federal court in Wil- 
mington will take some action in connec- 
tion with the present offer. 


Columbia Gas recently won a pre- 
liminary decision in a $42,000,000 Ohio 
damage suit which charged fraudulent 
dilution of gas to consumers. 


> 


Corporate News 


RESIDENT Charles Franklin of the 

Manhattan Railway Company expects 
the city’s plan for acquisition of the In- 
terborough-Manhattan properties to be 
completed by about March 15th. The 
United States Supreme Court has been 
asked to defer consideration of appeals 
in connection with former litigation be- 
tween the two companies, due to the im- 
minence of unification. 


Union Electric Company of Missouri 
(North American system) has an- 
nounced a $20,000,000 construction pro- 
gram. 


International Telephone & Telegraph, 
whose properties formerly suffered from 
the Spanish revolution and also the 
fighting around Shanghai, has some new 
difficulties due to the Russian-Finnish 
conflict. 
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EARNINGS STATEMENTS OF LEADING UTILITY SYSTEMS 


Electric and Gas 
American Gas & Electric 


American Power & Lt. (Pfd.) .... 


American Water Works 
Boston Edison 

Columbia Gas & Electric 
Commonwealth Edison 


No.of End 
Months of 


System Earnings per Share (a) 
Last Previous Per Cent Per Cent 
Period Period Increase Decrease 





Included Period 


Oct. 
Oct. 
Sept. 


31(b) 
31(b) 
30(c) 


Sept. 30 


Sept. 
Sept. 
Oct. 


30(c) 
30(c) 


$2.53 
7 


$2.16 
5.40 
36 
8.30 
36 


2.38 (g) 
6.89 27 


17% 
6 


72 
20 
45 
1 


31 (be) 


2.23 


Commonwealth & Southern (Pfd.) 


Consolidated Edison, N. Y 
Cons. Gas of Baltimore 
Detroit Edison 

Elec. Power & Lt. (1st Pfd.) . 
Engineers Public Service 
Inter. Hydro-Elec. (Pfd.) 
Long Island Lighting (Pfd.) 


Middle West Corp... ...60.0.0000000% 


National Power & Light 
Niagara Hudson Power 

North American Co. 

Pacific Gas & Electric 

Public Service Corp. of N. j..... 
Southern California Edison 


Standard Gas & Elec. (Pr. Pfd.).. 


United Gas Improvement 
United Light & Power (Pfd.) 


Gas Companies 
American Light & Traction 
Brooklyn Union Gas 
Lone Star Gas 
Pacific Lighting 
Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 


American Tel. & Tel. (i) 
General Telephone 
Western Union Tel. 


Traction Companies 

Greyhound Corp. 

Twin City Rapid Tran. (Pfd.) . 
Systems outside United States 


Amer. & Foreign Pwr. (Pfd.) .. 
Inter. Tel. & Tel. (d) 


D—Deficit. 


Sept. 
Sept. 
Oct. 

Oct. 

Sept. 
Sept. 
Sept. 
Sept. 
Oct. 

Sept. 


30(c) 
30(c) 
31 


31 (be) 
30(b) 
30(c) 


Sept. 30 


Sept. 
Oct. 

Sept. 
Sept. 
Sept. 


Sept. 30 


Sept. 
Sept. 
Sept. 


Sept. 30 


Sept. 
Oct. 


Aug. 
Sept. 
Sept. 


Sept. 
Sept. 


Sept. 
June 


30(c) 


30(c) 
30(c) 


30 
30 


3.95 19 
5.48 43 
6.29 2 
ade 
3.61 
4.70 
22 
1.27 
49 
1.59 
2.42 
2.27 
1.92 
3.12 
97 
6.53 


1.40 

2.14 

84 
3.92 7 
2.52(f) 14 
12.94 oe 


1.99 
53 


2.37 
87 


5.36 
ol 


(a) On common stock, unless otherwise indicated following name of company. 


(b) 
(c) 
(d) 


Data also available for month indicated. 
Data also available for quarter indicated. 
Excludes Spanish subsidiaries and Postal Telephone & Telegraph Company. 


Includes earnings of General Telephone Tri Corporation and subsidiaries from August 

30, 1938 (date of acquisition). 

After reservation for rate litigation. 

Based on adjusted consolidated net income. 

(h) Excluding loss of Puget Sound Power & Light Company. 

(i) For the ten months ended October 31st, the company reported an increase in corporate 
net income (on the basis as reported to the F CC) of about 12 per cent- 


JAN. 4, 1940 40 


(e) 


(f) 
(g) 





What Others Think 


Recent Newspaper Series on 
Government in Business 


HE activity of the Federal govern- 

ment in commercial enterprise, 
especially the electric power business, 
has attracted the editorial interest of 
three of the foremost daily newspapers 
of the United States to the extent of as- 
signing special staff correspondents to 
do instalment articles along this line. 
The New York Herald Tribune sent 
John O’Reilly to make a two weeks’ sur- 
vey of the $40,000,000 Santee Cooper 
hydroelectric and navigation project in 
the historic low country of South Caro- 
lina. This appeared in five instalments 
between August 28th and October Ist, 
respectively. 

The Baltimore Sun assigned its regu- 
lar Washington correspondent to do a 
series on “When Government Com- 
petes,” covering the entire field of recent 
commercial activity by the Federal gov- 
ernment. Mr. Trussell’s articles ap- 
peared in nine instalments in the Balti- 
more Sun between November 11th and 
December 7th, inclusive. More recently 
The New York Times, disturbed by 
rumors about TVA operating difficulties 
resulting from drought (which had origi- 
nally appeared in the Chicago Tribune), 
assigned a star reporter, Russell B. 
Porter, who went to Knoxville, Nash- 
ville, and Washington, and sent back a 
series of eight dispatches, which ap- 
peared in The New York Times from 
December 1st to December 7th, inclusive. 


iis Santee Cooper project investi- 
gated by Mr. O’Reilly is only in- 
directly part of the Federal power pro- 
gram. True, it is being built with Fed- 
eral funds, but the ownership and con- 
trol will remain under the administrative 
auspices of the South Carolina Public 
Service Authority, a board created by 
the state assembly for that purpose. Mr. 


‘industrial 


O’Reilly found that this Authority has a 
“well organized propaganda machine” 
which is attempting to convince skeptical 
citizens that the economic ills of the state 
will be cured by cheap and abundant elec- 
tric power. 

It is hoped in this way to stimulate 
new industrial use of power, or at least 
to entice industries to South Carolina 
from other sections. As yet, no agree- 
ments have been reported for the sale of 
power, although Santee 
Cooper is scheduled to go into operation 
in June, 1941. So far the marketing pro- 
gram of the Authority is tentatively 
based on a public distribution policy 
through the acquisition of private utility 
properties, as was done in the TVA area. 
The Authority has already opened pre- 
liminary negotiations with utility com- 
panies to that end. 

The Herald Tribune reporter found 
that even now, without Santee Cooper in 
the picture at all, South Carolina exports 
approximately one-fourth of the elec- 
tricity produced within the state—a pro- 
duction capacity which will be increased 
by 50 per cent by Santee Cooper. Also, 
the Authority is doing some traffic in 
lumber which will have to be cut out of 
areas destined to be flooded as a result of 
the project. Disposing of such lumber 
may further complicate the hardwood 
timber market, which is in some diffi- 
culty. 


ut of the $40,000,000 in Federal 

funds to be spent on the project, 
over $15,000,000 will be a “grant” made 
in consideration that the project will 
create navigation and flood-control fa- 
cilities. The Authority has additional 
problems of resettling persons now liv- 
ing in areas to be flooded, malaria con- 
trol, and land acquisition. High taxes in 
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the state seem to discourage industrial 
immigration from other states. 

To rally public support, the Au- 
thority’s propaganda division, according 
to Mr. O’Reilly, has been trying to ap- 
peal to state pride, by pointing a statis- 
tical finger at the relatively low eco- 
nomic condition to which South Carolina 
has fallen. The implication is that San- 
tee Cooper would function as an “elec- 
tric wand” or “scepter” which would re- 
vive the ancient glory of Charleston. The 
Herald Tribune man reports considerable 
local cynicism about the effectiveness of 
this magic wand. 

Indeed, he reports “widespread and 
vociferous opposition” in Charleston 
and the low country to the $40,000,000 
hydro project. Mr. O’Reilly seemed to 
find difficulty in locating responsible per- 
sons not connected with the project who 
were wholeheartedly in favor of it. They 
fear the changes which the project may 
bring in rooting up historic cemeteries, 
flooding battlefields, and disrupting the 
abundant wild life of the swamp forests. 
They question the success of attempts to 
resettle white and Negro families that 
will have to be moved and are wonder- 
ing about possible malaria resulting from 
the creation of great areas of shallow 
water. 

Editorially, the Charleston News and 
Courier is taking the stand it does not 
know what the ultimate effects of the 
project will be on South Carolina, but 
feels that so long as the Federal govern- 
ment is willing to put up $40,000,000 it 
cannot oppose the project. 


‘ 


r. Trussell’s investigation of ac- 
tivity of the Federal government 
in commercial enterprise for the Balti- 
more Sun went back to 1932 when the 
“New Deal was still a campaign 
promise.” At that time, at hearings be- 
fore a special congressional investigating 
committee in Chicago, Kansas City, St. 
Louis, New Orleans, New York, and 
other industrial centers, business and in- 
dustry stood in line charging bitterly 
that the government was competing with 
private enterprise. 
Thirty-seven volumes of testimony 
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were taken which indicated that the gov- 
ernment through many of its depart- 
ments and a few corporations had 
“muscled in” on the field of personal en- 
deavor to a surprising degree. This was 
largely the outgrowth of the World War, 
when the Federal government, under the 
pressure of emergency conditions, had to 
undertake activities which it later was 
unwilling to give up. 

The committee, headed by Repre- 
sentative Shannon (D., Mo.), recom- 
mended that the government take its 
hands out of some 225 lines of competi- 
tive activity ranging from rail and barge 
lines to the printing of return addresses 
on envelopes. The committee’s report 
had little influence. Indeed, the govern- 
ment shortly after that plunged into com- 
mercial activity at a greater pace than 
ever. 

Mr. Trussell stated : 


And the nature of many of the new ac- 
tivities is such that any bookkeeping or 
financial argument made against them can- 
not be wholly conclusive. Most of them 
are said by their friends to have noneco- 
nomic defenses besides, in sociological or 
humanitarian considerations to which no 
arithmetical yardstick can be applied. And 
it is not unnatural that some defenders of 
these activities will parry criticism on fiscal 
or accountancy grounds with the suggestion 
that the critic lacks humanitarian feeling. 

Along this fast-moving transmission belt 
of events and undertakings there have de- 
veloped many elements of government 
competition in varying degrees—competition 
by direct establishment of competitive en- 
terprises in given fields, by subsidy, by serv- 
ice which private initiative could never hope 
to match, by mere indirection, by threat 
of expansion, and by purely psychological 
suggestion. 

Government has stepped in where private 
initiative either feared to tread or where 
it had been burned in the past, and it, the 
government, has checked off the costs to 
payments toward the more abundant life. 


RESHLY created agencies have en- 

tered upon their assignments with a 
zeal that has not lost its drive as ex- 
penses and losses have mounted. Billions 
have gone through these mills, says Mr. 
Trussell, “the gains have been em- 
blazoned upon the record, and those who 
have winced at the cost have ‘played 
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“GIMME A TICKET. NEVER MIND WHERE; I GOT 
BUSINESS EVERY PLACE.” 


politics with human misery’ or have been 
‘enemies of recovery.” There has 
grown up a vast system of government- 
owned and controlled holding companies 
(so identified by Mr. Trussell) despite 
administration aversion to such things, 
because of their interlocking directorates 
and functions—that no “death sentence” 
clause can reach. Mr. Trussell said: 


There are those who will argue, on the 
basis of their researches, that the Federal 
government, in its holding company rédle, 
has complete ownership and control of over 
forty-seven corporations whose assets ex- 
ceed $8,000,000,000. They will contend, too, 
that the government owns partly and exer- 
cises principal control over nearly 2,000 cor- 
porations with assets totaling around $4,000,- 
000,000, and that it has attained implied con- 


trol through appointment of directors or 

strict regulation of some 23,000 privately 

owned ones whose assets approximate $70,- 

000,000,000. 

Prior to the New Deal, government 
competition with private enterprise in a 
great many of these commercial lines 
listed by the Shannon committee was of 
a relatively negligible character, even 
though it did provide what ultra con- 
servatives would consider socialistic 
germ cells. But, after all, it would be 
difficult to work up much widespread 
opposition to such limited ventures as a 
government cafeteria for its own em- 
ployees or publicly operated recreational, 
refreshment, or laundry services at re- 
mote military or naval bases. 
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Since 1932, however, government 
competition in a number of fields, especi- 
ally electric power operations (which has 
brought forth the most controversial re- 
action), has been no trifling matter. The 
total outlay has gone into the billions and 
done much to augment the present sky- 
scraping national debt. Mr. Trussell de- 
voted two of his instalments to an 
analysis of REA activities, in one of 
which the following interesting para- 
graph is contained: 


It is still too early, it is argued, to pro- 
nounce the hinterland experiments assured 
successes or to attempt to condemn them as 
failures. Meanwhile, as is usual with all 
these new forms of public competition, 
attention is sought to be focused by friends 
of the enterprise upon the sociological side, 
the boon to rural mankind and the lighten- 
ing of farm burdens. The farmer, from all 
reports reaching REA headquarters, is in- 
tensely pleased and looks to the future with 
high confidence in the feasibility of the 
undertaking. 

It is to be especially noted that the man- 
ner in which the hundreds of individual 
cooperatives are progressing financially is 
not reported in detail to the public. The 
REA deals directly, and somewhat confi- 
dentially, with them, as a banker with his 
loan clients, 


bp he launched into government 
competition with the private bank- 
ing and loan business and real estate 
operations through such institutions as 
RFC, HOLC, the Federal Farm Mort- 
gage Corporation, the FHA, and the 
PWA. Much of this activity by the Fed- 
eral government is conceded to be neces- 
sary even by the banking fraternity. 
Some bankers do not even consider these 
Federal agencies in the light of competi- 
tors. As a former diplomat, George E. 
Anderson (quoted by Mr. Trussell) 
stated: “The use of government funds 
for private credit has come to stay; the 
only question about it is where the line 
will be drawn both with respect to the 
extent of its use and in the manner of 
further development.” 

The edge of competition in the case of 
HOLC and of the FHA is sheathed by 
the participation of private agencies in 
the program in the original handling of 
loans guaranteed by the Federal agen- 
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cies. But, by the same token, Mr. Trus- 
sell points out, the taxpayers have had 
to carry much of the load. This was re- 
vealed in Congress during the tast ses- 
sion by studies purporting to show that 
government subsidies to the Federal 
Housing Administration (outright con- 
tributions) are about equal and in some 
cases exceed the cost of debt service in 
the financing of local housing programs. 

A brief but penetrating analysis was 
given of the affairs of the Inland Water- 
ways Corporation, a barge line operator 
wholly owned by the government, in Mr. 
Trussell’s second instalment of the Sun 
series. He notes that this corporation, 
which has expanded its original $5,000,- 
000 capitalization to $15,000,000 and 
claims to be “one of the very few gov- 
ernmental agencies in the history that 
has ever been self-supporting, has taken 
in more money than it has paid out.” He 
concedes that it enjoys certain advan- 
tages over the competitive privately 
owned railroads by way of tax exemp- 
tion (94 per cent of total railroad reve- 
nue), free postage, and other perquisites 
of its government status. 


uT the railroads claim that the Inland 
Waterways Corporation ignores the 
biggestadvantage of all—the maintenance 
of roadway. For example, Mississippi 
waterway improvements over which the 
barge lines operatehave cost the taxpayers 
approximately $435,000,000. Carrying 
charges on this investment would be $17,- 
400,000 capitalized at 4 per cent. And 
since the barge lines handle 45 per cent 
of the traffic on these rivers, the railroad 
men claim that the government corpo- 
ration is escaping $7,800,000 a year on 
carrying charges alone, not to mention 
escape from original investment. This 
amount they chalk up as “subsidy,” not- 
ing that it alone amounts to about three 
times the entire sum which the large 
corporation claims to “save” for the pub- 
lic. In addition the corporation escapes 
expenses of waterway maintenance, lock 
and dam operations, and terminal facili- 
ties which are furnished rent free. 
After touching the TVA and other 
points of the Federal public power pro- 
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gram, Mr. Trussell’s study concluded 
with an analysis of the effect of govern- 
ment aid to nonprofit codperatives which 
compete so definitely with the merchan- 
dise business. In this field it is the mid- 
dle man of business who is taking a beat- 
ing, says Mr. Trussell. The middle man 
is protesting, not that the codperative is 
an illegal instrument of competition, but 
that it enjoys unfair advantages by way 
of tax concessions, free publicity, and 
all around fatherly guidance from both 
the Federal and state governments. 
This encouragement is given not only 
to codperative enterprises in which the 
government itself has an immediate fi- 
nancial stake (such as the rum distillery 
in the Virgin Islands), but it is also used 
to encourage the general spreading of the 
movement among private citizens. 


USSELL B. Porter was sent down to 
the Tennessee valley area following 
persistent reports about drouth and tax 
problems which have been emanating 
from that source. Much of the detail in- 


terestingly woven into narrative form by 
Mr. Porter is doubtless familiar to read- 
ers of these pages, the factual material 
being drawn heavily from testimony in- 
troduced before the recent Joint Con- 
gressional Committee Investigating the 
TVA. Concerning the drought problem 


alone, The New York Times editorially 
summarized the articles of its own re- 
porter briefly as follows: 


Coming at the same time as an increased 
demand for power, it (the drought) has 
forced the TVA to use the steam plants 
recently acquired from private companies 
to make about 27 per cent of its total pro- 
duction of power. Now TVA was originally 
projected and built as an exclusively hydro 
system. In legal theory the power that it 
sells is surplus power from the dams which 
is sold as an incident to national defense, 
navigation, and flood control. Private utility 
officials contend that if TVA must rely on 
steam plants substantially to supplement its 
hydro power, then the Federal power pro- 
gram will have to be modified to make 
power production a primary purpose in- 
stead of a by-product of navigation and 
other water control functions. Regardless 


of the merits of this contention, the exist- 
ing situation does bring out at least one 
advantage which steam power has over 
water power: steam power can be con- 
trolled in accordance with the fluctuations 
in demand, while water power is dependent 
on the seasonal river flow. Government 
engineers contend, however, that this dis- 
advantage can be overcome by the con- 
struction of storage hydro plants. 


Concerning the serious tax replace- 
ment problem for Tennessee and its 
local subdivisions, the editorial sum- 
mary continued: 


This problem arose with the sale to TVA 
last August of the Tennessee Electric 
Power Company. It has been officially esti- 
mated that the private properties taken over 
last year yielded more than $3,000,000 in 
taxes to the state and its subdivisions. 
Some counties stand to lose a third, and in 
extreme cases much more of their total tax 
revenues, and are already worrying about 
their bonds, their schools, and essential pub- 
lic services. Although TVA as a Federal 
agency cannot be taxed, the TVA Act of 
1933 requires it to make “contributions in 
lieu of taxes.” Everybody concerned, in- 
cluding TVA officials, agrees that pay- 
ments under the present plan are and would 
remain totally inadequate. 

A bill introduced in Congress by Senator 
Norris would substantially increase these 
payments. Officials in some of the counties 
affected in Tennessee and Georgia contend 
that even if this bill is passed the payments 
provided would still be inadequate and con- 
siderably below the tax revenues lost. The 
Norris bill, moreover, provides for pay- 
ments to the state governments, and while 
it asserts the intention of Congress that 
each state redistribute the payments among 
all taxing units affected, it does not ex- 
plicitly direct the states to do so. 


HE whole situation, according to the 

Porter series, indicates that in com- 
paring the relative advantages of private 
and public ownership and operations of 
utilities, it is not enough merely to con- 
sider the potential savings to consumers 
through cheaper power rates. Govern- 
ment “yardstick” rates must include an 
allowance for lost tax revenues and other 
indirect subsidies for public power oper- 
ations, or else stand discredited as a true 
measure of the efficiency of private en- 
terprise. 
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The Revenue Bond—An Experiment 
in Public Finance 


EFORE 1929 about $400,000,000 a 

month was invested in productive 
private enterprise in the United States. 
This represented approximately 80 per 
cent of the accumulated savings of the 
entire country. The other 20 per cent 
went into the purchase of government or 
municipal obligations. Today the situa- 
tion is reversed. Approximately 80 per 
cent of the amount invested in new se- 
curities goes into government obligations 
and only 20 per cent into productive en- 
terprise. 

Why is this? Such is the provocative 
question which H. C. Burke, Jr., vice 
president of the Continental National 
Bank of Fort Worth, undertook to 
answer in an article published some 
weeks ago in the Southwestern Banker. 
He attributed the shift mostly to the 
policy of deficit financing by the Federal 
government and pump-priming expendi- 
tures for allegedly “self-liquidating” 
projects. 

As a result, people are slowly getting 
to realize that the government has only 
one source of real income and must 
broaden the tax base so as to increase the 
number of direct Federal taxpayers if 
the Treasury is ever to come anywhere 
near making both ends meet. As a 
doubtful alternative to government re- 
liance upon its taxing powers, Mr. Burke 
went into an analysis of the issuance and 
sale of low-grade municipal obligations, 
based entirely on revenues obtained 
through the operation of public works 
projects of the type which frequently 
compete with private enterprise. 


E conceded at the outset that the 
SEC has done a good deal in the 

way of preventing the sale of worthless 
securities, even though private enter- 
prise finds the upkeep of such regulation 
quite expensive. It is significant, how- 
ever, that the Federal Securities Act ex- 
empts all securities issued by the Federal 
government or any political subdivision. 
Hence, when economic and political fac- 


JAN. 4, 1940 


tors drive investment out of the field of 
private securities and into public bonds, 
the effect of the trend is to syphon in- 
vestment from an area which is protected 
by regulation and into a depository 
which has no such protection. 

Furthermore, with low interest rates it 
becomes necessary for insurance com- 
panies to increase rates and for endowed 
institutions to curtail their expenditures. 
Savings and commercial banks are find- 
ing it increasingly difficult to operate at 
all because many investors are turning to 
low-grade municipal securities with a 
higher yield in order to obtain an ade- 
quate income. 

Continuing his analysis, Mr. Burke 
stated : 


We see the promoter back in harness. The 
promotion of municipal or political owner- 
ship, and the issuance of securities by such 
municipalities, fully beyond the pale of the 
Securities and Exchange Act, opens wide a 
revivified field for the promoter—good prof- 
its for the underwriter on substandard se- 
curities, big fees for engineers and “experts,” 
lucrative sales outlet for equipment manu- 
facturers. 

The promoter finds the average members 
of the city council in a smaller city to be 
unversed in finance and generally with only 
limited business experience. The approach 
is most often made to communities where 
there is some unrest, with municipal finances 
at a low ebb and with taxable values and 
consequent revenues none too adequate to 
pay for improvements which have been 
made. . 

The promoter’s representations as to op- 
erating revenues and operating expenses are 
accepted by the city council. A revenue war- 
rant—not an obligation of the taxpayers; not 
a lien upon taxable values—appeals to the 
already overburdened taxpayer and to the 
distraught members of the city council who 
are constantly wrestling with the problem of 
keeping the city on a cash basis with a bal- 
anced budget. If an election is held, the pro- 
moter’s figures are used by the proponents 
of municipal ownership. 


bth Texas banker went on to give 
specific examples of overambitious 
financing through the revenue bond de- 
vice. He thought the very fact that the 
rate of return to the investor is so much 
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“I THINK WE OUGHT TO TELL THE GAS COMPANY HOW THAT 
METER MAN WASTES HIS TIME PLAYING WITH OUR 
DOG EVERY TIME HE COMES AROUND.” 


higher on revenue bonds than on a direct 
tax obligation of the same political sub- 
division is in itself a “red light.” The 
author further stated: 


A city in Illinois issued sewer bonds pay- 
able from revenue only. The money cost 3.15 
per cent. Earlier in the year it sold school 
bonds of some shorter maturity at 1.85 per 
cent. It has been estimated that the money 
from the sewer bonds could have been bor- 
rowed for 2.40 per cent had the bonds been 
a direct obligation of the city in addition to 
the pledge of the revenue. 

I am advised that revenue warrants in the 
state of Texas secured by the revenues from 
given operations do not, under the statutes, 
constitute a first lien upon the revenues. Such 
bonds are secured only by the net revenues 


after deducting operating expenses and re- 
serves covering improvements and better- 
ments, extensions, and depreciation. It is 
extremely doubtful if the lien which is usual- 
ly given against the physical properties can 
be foreclosed. 


Mr. Burke concluded that the Amer- 
ican investor should be entitled to the 
same protection by the SEC in buying 
municipal obligations as he now has in 
buying securities of privately owned 
corporations—particularly in the case of 
the revenue bond wherein he may have 
much need of the same type of detailed 
and pertinent information that is re- 
quired with an offering of corporate 
securities. 
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A Radio Debate on Ownership of the Rails 


iene afternoon of November 15th, 
over the Blue Network of the Na- 
tional Broadcasting Company, a model 
debate took place on the subject, “Re- 
solved, That the Federal Government 
Should Own and Operate the Rail- 
roads.” Dr. W. Hayes Yaeger, profes- 
sor of public speaking at George Wash- 
ington University, presided over the 
discussion which was intended as a pat- 
tern for high school and college debates 
which will be conducted during the com- 
ing months on the same subject—a 
question chosen by the National Univer- 
sity Extension Debate Society. 

Two well-known Socialists repre- 
sented the affirmative side, Norman 
Thomas, acknowledged leader of the 
Socialist party in the United States, and 
H. W. Laidler, former candidate for 
governor of New York on the Socialist 
ticket. The negative side was represented 
by R. S. Henry, in charge of public re- 
lations of the Association of American 
Railroads, and Samuel B. Pettengill, 
former Congressman from Indiana. 

Mr. Thomas, in the opening argument, 
based his justification for government 
ownership principally upon fifty years 
of alleged mismanagement of the rail- 
roads by private enterprise. He cited in- 
stances of the early “public-be-damned” 
attitude of the Gould-Vanderbilt-Fisk- 
Drew era when leading American lines 
were organized. And while admitting 
considerable improvement during recent 
years of regulation in the managerial 
sense of responsibility toward the pub- 
lic interest, he pointed to the recent ex- 
perience of the Penroad Corporation, the 
Allegany Corporation, and of the late 
Van Sweringen brothers to indicate that 
the social viewpoint is still lacking in 
private railroad management as a whole. 


URTHERMORE, he contended that 
while improvements in the service 
have been made during the last two 
decades, they fell far short of what 
could be done under efficient and public 
spirited government operation. He 
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blamed the financial troubles of the rail- 
roads primarily upon the “inefficiency of 
private management” and the dragging 
weight resulting from the attempt to 
capitalize “past sins.” 

As for competitive operation, Mr. 
Thomas indicated that he believed there 
was some justification in the railroads’ 
complaint that they are subjected to un- 
fair disadvantages, but added that gov- 
ernment ownership would provide the 
most equitable device for adjusting the 
transportation traffic of the country be- 
tween competitive forms of carrier serv- 
ice on the basis of efficiency and 
economy. This argument implied that 
the speaker would have the government, 
after taking over the railroads, annex 
other forms of transportation as well. 

Mr. Thomas concluded with the ob- 
servation that government operation, by 
foregoing profit and the “levies” now 
exacted by overcapitalization and un- 
necessary expenditures, such as “$1,000,- 
000 a day” on propaganda, and by bring- 
ing about “consolidations and codrdina- 
tions” to the American transportation 
system, would be able to stabilize rail- 
road employment at higher wage levels 
and provide more efficient and com forta- 
ble service at lower fares and rates to 
the public. He added that even should a 
deficit result, the public benefits that 
would accrue from lowered freight and 
passenger tariffs would more than com- 
pensate for necessary deficit taxation. 


PENING for the negative side of the 

question, Mr. Henry criticized what 
he called the historical inconsistency of 
the case for public ownership of the 
rails. Before the motor truck and other 
forms of competition undermined rail- 
road prosperity, he said, government 
ownership agitators gave as their princi- 
pal reason the fact that the railroads 
were making too much money and pro- 
ducing too many millionaires at the pub- 
lic expense. Now that the railroads, un- 
der the combined pressure of unfair com- 
petition and decades of the most restric- 
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tive type of regulation, have been re- 
duced to a generally less profitable state, 
the argument has shifted to the position 
that government ownership is necessary 
to save the roads from bankrupt collapse. 

He went on to state that actually the 
railroads are not in such a bad condition 
as is popularly believed, considering the 
high quality of service being given the 
public and the higher wage level being 
paid to railroad employees. If anyone 
is suffering, he said, under the present 
set-up, it is the railroad investor. 

The speaker denied the charge that 
the government had to take over the rail- 
roads during the last World War be- 
cause of threatened breakdown in the 
service under private management. As 
a matter of fact, he said, the railroads 
were doing a good job in 1917 until the 
government tangled up the situation by 
using freight cars for warehouses. It 
was only by use of dictatorial priority 
rights that the government was able to 
untangle the situation after it took over 
control, 

He offered figures to show that dur- 
ing the period of government opera- 
tion of the railroads about that time, 
transportation costs had gone up in- 
stead of down, and that the cost of the 
experiment as a whole far overshadowed 
any propaganda expenditures criticized 
by Mr. Thomas. 

As evidence of the efficiency of private 
management he pointed to the record of 
railroads handling traffic since 1920, 
which exceeded the World War peak, 
with less equipment and at lowered debt. 
He pointed to the handling of the recent 
most abrupt swing in railroad traffic his- 
tory without any service complaint to 
the ICC as evidence of the efficiency of 
present railroad planning. 


INALLY, Mr. Henry questioned any 
theoretical savings under govern- 
ment operations. In view of the fact that 
90 per cent of the railroad dollar is now 
spent in taxes, wages, supplies, and other 
operating expenses, while net return on 
investment in 1938 was only 1% per 
cent, he suggested that the government 
operators would surely not want either 


to cut wages or drastically curtail oper- 
ating service. 

Mr. Laidler based most of his argu- 
ment on the detailed plan for govern- 
ment ownership suggested by ICC Com- 
missioner Eastman and sponsored by 
Senator Wheeler of Montana, chairman 
of the Senate Interstate Commerce Com- 
mittee, in the form of a bill in Congress 
in 1935 which was not acted upon. The 
principal reason why he thought this 
plan should be adopted would be to end 
the present unsatisfactory condition re- 
sulting from duplication of facilities and 
overcapitalization of the railroads. In 
adopting this plan he said the govern- 
ment could simply eliminate interest on 
“fictitious assets,” as. well as other ex- 
penses in connection with financing 
which, in his estimation, were unneces- 
sary. 

Government ownership of the rail- 
roads, he said, would be essentially more 
democratic because it would result in 
operation of the lines “by the people and 
for the people,” instead of operation 
for private profit. 

Former Representative Pettengill 
took the line that the Federal govern- 
ment simply cannot afford government 
ownership regardless of other argu- 
ments. Taking the lowest possible fig- 
ure at which the government might ac- 
quire the railroads—the $18,000,000,000 
investment par value estimated by the 
ICC—he asked how it could be reason- 
ably suggested that the Federal govern- 
ment with its present skyscraping na- 
tional debt of $42,000,000,000 could as- 
sume such an additional obligation with- 
out endangering national economy. Be- 
cause the need for taking such a step is 
not pressing, he added the country sim- 
ply would not stand for such folly. 
Taxes on such an indebtedness would 
not only oppress the entire country, but 
operating deficits would probably in- 
crease, because experience shows that 
politicians can never run any enterprise 
so profitably as private management, 
and that once relieved of the pressure of 
the profit motive the railroads, under 
political control, would slide deeper and 
deeper into the red. 
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Y way of rebuttal Mr. Henry stated 
that recent operating railroad 
deficits do not necessarily mean bad 
management, in view of the general cir- 
cumstances. He pointed out that the 
government itself is guilty and has been 
guilty of increased operating deficits. 
Likewise, he suggested that the Federal 
government should rid its own household 
of wasteful duplication, overlapping con- 
trol, and lack of administrative coérdi- 
nation before taking over a similar job 
on the railroads. Such a step, he ex- 


plained, would be “along the road to 
Fascism.” 

Mr. Thomas in rebuttal denied that 
government operation of a managerial 


enterprise has been invariably unprofit- 
able. He cited the Panama canal and 
other publicly owned utilities as ex- 
amples. He took issue with former 
Representative Pettengill’s argument 
about the difficulty of financing govern- 
ment acquisition of the railroads by dis- 
tinguishing between obligations  in- 
curred for governmental functions 
which do not produce revenue and the 
assumption of an indebtedness which 
would be “self-liquidating.” Mr. Thomas 
thereby implied that under government 
operation the railroads would be made 
to produce enough return to retire the 
cost of their acquisition, over and above 
meeting operating expenses. 





Notes on Recent Publications 


America’s House or Lorps. By Harold L. REoRGANIZATIONS UNDER SECTION 11(G) OF THE 


Ickes. Harcourt, Brace & Co. Price $1.50. 

This is an inquiry into the freedom of the 
press by the Secretary of the Interior, who 
has probably been the most persistent critic 
of the American press in recent years. Ac- 
cording to Mr. Ickes, the newspaper has be- 
come a sort of public utility, both in the 
public mind and in tte minds of most news- 
paper owners. Because it has therefore 
ceased merely to be private enterprise 
owned by a manufacturer selling a product 
at his own risk, Mr. Ickes would like to 
have the American press exhibit more inde- 
pendence toward its own advertising con- 
tacts and less biased and partisan reporting. 

He proposes, however, no government 
regulatory set-up to enforce these standards 
and even admits that the press as a whole 
is making rapid progress towards a standard 
of absolute impartial reporting, including 
those newspapers owned by “bigoted million- 
aires.” The Secretary concedes that the 
American press is the freest in the world. 
The temper of Mr. Ickes’ book indicates 
that if such is the quality of his self- 
righteous anger, he would in all probability 
and unquestionable sincerity bias the news 
if he were an editor or publisher at least as 
much as those whom he now attacks. 


Pusiic Utitity Hotpinc Company Act. 
The Yale Law Journal. Volume 29, No. 1. 
November, 1939. 

A legalistic analysis of what constitutes 
a “reorganization” within the meaning of 
the integration section of the Holding Com- 
pany Act. 


REVENUE BoNpS AND THE INVEsTOoR. By 
Laurence S. Knappen. Prentice-Hall. New 
York, N. Y. Price $3.50. 


This book, by a member of the department 
of economics at Rutgers University, throws 
considerable light on the effect of revenue 
bonds on the trend in public ownership. 


SHOULD GOVERNMENT Own Our UTILITIES? 
A debate by Richard L. Neuberger and 
Frank A. Newton. Forum and Century. De- 
cember, 1939. 


Mr. Neuberger, newspaper man from the 
Pacific Northwest, and Mr. Newton, Com- 
monwealth & Southern executive and well- 
known official of both the AGA and EEI, 
argue principally on the basis of the relative 
cheapness and popularity of public power as 
compared with electricity furnished by pri- 
vately owned utilities. 





D 


URING the recent Christmas shopping season, the Birmingham Elec- 
tric Company gave Miss Virginia Hitt a uniform and installed her as 


what was believed to be the first street car hostess in the world. 
Miss Hitt assists men, women, and children on and off the cars; she 
opens and closes windows; holds packages while passengers seat them- 


selves; and serves coffee. 


Later they added another hostess, Miss Louise McConnell. 
hostesses are chosen from among the company’s employees. 
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Events 
FPC Opposed 


HE New York State Public Service Com- 

mission on December 18th took open issue 
with the Federal Power Commission on that 
agency’s attempt to obtain jurisdiction over 
the affairs of the Central New York Power 
Corporation, a subsidiary of the Niagara Hud- 
son Power Corporation, under provisions laid 
down in the Natural Gas Act. 

In a letter forwarded to the FPC, the state 
commission declared that it was “very defi- 
nitely interested in any attempt upon the part 
of a Federal agency to extend jurisdiction 
over a corporation and its affairs which under 
our scheme of government is engaged entirely 
in intrastate commerce and therefore not sub- 
ject to Federal regulation.” 

Further, it was asserted, “our experience 
shows that dual or duplicate regulation usually 
leads to unnecessary expense, litigation, con- 
flicting orders which produce confusion, and 
ineffective regulation.” 

On December Ist the Federal Power Com- 
mission issued an order which, among other 
things, required that the Central New York 
Power Corporation show cause at a public 
hearing on December 20th why it should not 
be determined to be a natural gas company 
as defined in the Natural Gas Act. Notice 
that such a hearing had been ordered also was 
served on the state commission. 


FPC Approves Sales 


HE Federal Power Commission on De- 

cember 14th approved a sale of electric 
utility properties of the Mississippi Power 
Company to the Tennessee Valley Authority, 
which extends the government agency’s hold- 
ing into a large part of Mississippi. 

The properties, with a book cost of $3,111,- 
718 were the Four-County Electric Power As- 
sociation, the Natchez-Trace Electric Power 
Association, the East Mississippi Electric 
Power Association, and the municipal plants 
in Philadelphia and Louisville, Miss., in addi- 
tion to all the company’s electric facilities in 
the counties of Calhoun, Chickasaw, Monroe, 
Webster, Clay, Choctaw, Oktibbeha, Lowndes, 
Winston, Noxubee, Nechoba, and Kemper. 

The commission approved also TVA con- 
tracts for extension of credits to the cities of 
Louisville and Philadelphia, Miss., by pur- 
chase of electric revenue bonds, $133,000 go- 
ing to the former and $143,000 to the latter. 


Ickes Accuses Chamber 


ECRETARY Ickes last month sent a letter to 

the Chamber of Commerce of the United 
States accusing it of trying to keep its mem- 
bership “fighting mad” at the Roosevelt ad- 
ministration so as to prevent any codperation 
between government and business. The letter 
was prompted by the chamber’s recent con- 
demnation of the “super-grid” system for dis- 
tribution of electric power which the govern- 
ment was said to be considering. 

Mr. Ickes said in his letter that no decision 
on such a system had been reached by the Na- 
tional Power Policy Committee, of which he is 
chairman and which is studying “the power 
needs of our country for purposes of national 
defense.” He told the chamber that it had 
produced its conclusions first and hoped “to 
fill in your ‘facts’ afterwards.” He added that 
“nothing can more effectually make impossible 
that codperation which practical business men 
and government officials are so desperately 
seeking in today’s need for national unity and 
national defense.” 

To a complaint expressed by Mr. Ickes that 
his aides had not been able to gain access to 
the factual report on which the chamber’s re- 
cent announcement was predicated, the cham- 
ber said its factual report on the country’s 
electric power resources was being printed and 
copies would be available for Mr. Ickes or any- 
one else interested. 

In a statement on December 10th, based on 
its report, the chamber said its own power 
survey showed that private industry was fully 
able to meet any emergency in sight without 
“any further intrusion” by the government. 


Power Pool in Capital Area 


A PLAN to codrdinate emergency supplies of 
electric power for the Washington- 
Baltimore area was announced last month as 
the first result of the government’s suggestion 
that utilities throughout the country link the 
principal industrial centers with high-tension 
transmission lines. 

The administration has been studying a set- 
up by which the government might participate 
with private companies in building emergency 
transmission systems, but the plan for the 
capital area is to be carried out by the utilities 
alone. It would provide for codrdination of 
two Susquehanna river hydroelectric plants 
with stations in Washington and Baltimore. 
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The emergency power would be available to 
all electric users in the area if needed, but 
might be of special value to Federal office 
buildings where night-time work has increased 
sharply since the outbreak of hostilities in Eu- 
rope, it was said. 

There was reported to be some reluctance 
on the part of utility executives of the Wash- 
ington-Baltimore area to enter into the newly 
proposed grid system for power transmission. 
In a joint statement issued by company officials 
and the National Power Policy Committee, 
emphasis was placed upon the sufficiency of 
the power companies to meet peace-time de- 
mands and more. The statement said: 

“Tt has developed that in the Washington- 
Baltimore area, which has been under discus- 
sion, the electric power capacity of the utilities, 
either constructed or projected, appears to be 
sufficient to meet probable peace-time demands 
for the next two years.’ 

The companies represented in the Balti- 
more-Washington area discussions included 
the Pennsylvania Water & Power Company, 
the Potomac Electric Power Company of 
Washington, and the Consolidated Gas, Elec- 
tric Light & Power of Baltimore. 


Assails Use of Waterways 


§ ae of waterways, both actual and poten- 
tial, by shippers to force down railroad 
freight rates was severely criticized by Inter- 
state Commerce Commission Chairman Joseph 
B. Eastman in a recent ICC rate case. Declar- 


ing that this practice is not unique nor unusual, 
but “bids fair ito become the rule rather than 
the exception,” Mr. Eastman asserted: 

“Tt would be more economical for the gov- 
ernment not to construct and maintain the 
waterways, but instead to use an equivalent 
amount of money as a subsidy to the railroads 
in exchange for lower rates.” 

The chairman said that other things being 

“anywhere near equal,” Shippers mostly pre- 
fer rail transportation. “Low rates are what 
they want, and if new waterways will give 
them such rates by rail, they will be entirely 
satisfied, regardless of whether a pound of 
traffic moves over the waterways,” he declared. 

The chairman’s views were expressed in an 
opinion in which he dissented from an ICC 
majority decision allowing southern railroads 
to reduce the through rates on petroleum 
products from Gulf ports to points on the 
Tennessee river, recently made navigable as 
far as Chattanooga. The rate cuts were moti- 
vated by the announced plans of large oil com- 
panies to use barges from New Orleans and 
Baton Rouge to points on the Tennessee river 
in Tennessee and Alabama. 

Pointing out that the waterway was built 
and is maintained by the government, Mr. 
Eastman said that if the rail rates were re- 
duced, the oil traffic would not move by the 
waterways, “and the taxpayers’ money will 
have been and will be spent for the purpose, 
so far as this traffic is concerned,” of giving 
big oil companies the benefit of cuts in rail- 
road rates. 


Arkansas 


Favor Dam Postponement 


fe Hot Springs Chamber of Commerce 
board of directors last month expressed 
itself in sympathy with the Arkansas Power & 
Light Company’s efforts to postpone construc- 
tion of Blakely dam until “the growth of busi- 
ness warrants the additional investment.” 

A resolution adopted by the chamber said 
that while the city had been interested in the 
hydroelectric development for several years 
and is anxious for the project to be completed 
as soon as possible, it urged: 

“That our citizenship go on record with the 
Federal Power Commission and other proper 
governmental authorities as favoring the peti- 
tion of the Arkansas Power & Light Com- 


pany for postponement and continuance of its 
permit and rights for the development of 
Blakely dam, because we feel that in the long 
run this will be to the best interest of our 
people.” 

The site of the proposed $6,000,000 power 
and flood-control project is 13 miles north of 
Hot Springs on the Ouachita river. The 
Arkansas Power & Light Company filed a pe- 
tition with the Federal Power Commission for 
postponement of the date of construction 
from December 31, 1939. Harvey C. Couch, 
president of the company, announced that the 
Blakely dam was not needed at this time and 
that the company would be ready to proceed 
with its construction as soon as business war- 
ranted. 


California 


Hetch Hetchy Suit 


TS United States government on Decem- 
ber 13th carried to the Supreme Court its 
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historic case against the city and county of 
San Francisco to prevent sale of power gen- 
erated by the Hetch Hetchy plant to the Pa- 
cific Gas and Electric Company. In its brief, the 
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government charged San Francisco interests 
have “frustrated a plainly expressed congres- 
sional purpose to protect national parks against 
private exploitation.” 

Appeal of the case was not unexpected fol- 
lowing announcement last October 4th by At- 
torney General Frank Murphy the government 
would not seek a rehearing in the Federal cir- 
cuit court of appeals, but would go directly to 
the U. S. Supreme Court. 

City Attorney O’Toole was given twenty- 
five days in which to file the defense brief. 

The circuit court on September 14th dis- 

solved an injunction issued by Federal Judge 
Roche restraining the city from selling $2, 
000 worth of city-produced power to Pacific 
Gas and Electric. The district court took the 
position sale of power to the company was in 
violation of the Raker Act, but the finding was 
reversed on grounds the power company was 
acting under an agency contract. 


Utility Taxes Proposed 


N™ taxes and tax adjustments proposed 
at conferences which the state adminis- 
tration held with business and industrial 
groups last month in an endeavor to formulate 
a revenue program for submission to the Jan- 
uary legislative session included a gross re- 
ceipts tax on utility services, including gas, 
electric, water, telephone, telegraph, railroad, 
car, motor vehicle transportation, and water 
oa—_ companies to yield a total of $23,400,- 


Among new or additional levies estimated 
to produce state revenues during the balance 
of the present biennium were the following: 

A severance tax of 2 per cent on production 
of all natural resources—$11,000,000 ; tax of 3 
per cent on oil, natural gas, and natural gaso- 
line—$12,500,000 ; tax of 3 per cent on all nat- 
ural resources—$17,000, 


Illinois 


Three-man Commission 


| bere could get along with three instead 
of five state commerce commissioners, 
State Representative Arnold L. Lund, Re- 
publican of Riverside, said recently in propos- 
ing that the commission function for $659,000 
less than has been appropriated. Lund said: 


“The position of commerce commissioner is 
looked on by politicians as one of the most 
cherished that the state has to offer. There are 
five of them with salaries of $6,000 annually. 
The commission meets only three days of every 
week, and the average time put in by a com- 
missioner is fifteen hours a week. The state 
could get along with three instead of five.” 


Indiana 


Tax Case Considered 


T= state supreme court on December 14th 
heard oral arguments on an appeal from 
a Montgomery Circuit Court decision which 
enjoined the Montgomery county treasurer 
from collecting $2,835 in 1938 county taxes, 
payable in 1939, on the Crawfordsville mu- 
nicipal electric plant. The court took the case 
under advisement. 

The city obtained the injunction on the 
grounds that a 1939 law, exempting munic- 


ipally owned utilities from all taxes except the 
gross income tax became effective before the 
1938 taxes were payable. The act was signed 
by Governor M. Clifford Townsend last Feb- 
ruary 23rd and became effective at once. The 
first installment of 1938 taxes was payable in 
May, 1939 

Raymond O. Evans, Crawfordsville city at- 
torney, represented the city in the arguments, 
and John Newlin, Montgomery county attor- 
ney, and Harvey Hartsock, of Indianapolis, 
argued for the county. 


Maryland 


Property Data Ordered 


A SERIES of new regulations requiring all 
major public utilities in the state to main- 
tain continuing property records covering 
physical assets was announced December 12th 
by the state public service commission. 
The regulations would require all gas, elec- 


tric, water, telephone, and telegraph companies 
to bring the records up to date not later than 
December 31, 1940. The records must be avail- 
able at the request of the commission, but the 
companies will not be required to file regular 
reports. 

All utilities with property valued in excess 
of $200,000 will be affected. The commission 
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noted an exception in the case of telegraph 
and telephone companies, permitting them to 
delay submission of the list of units proposed 
to be used pending completion of an investiga- 
tion of property records by the FCC. 


The regulations defined the continuing prop. 
erty record as “an inventory and cost record 
of utility property, arranged and maintaine/ 
by continuing property record uzits, together 
with the costs associated with such units.” 


Massachusetts 


Gas Contract Approved 


HE state department of public utilities last 

month announced its approval of the con- 
tract under which the Boston Consolidated 
Gas Company pays 30 cents per thousand cubic 
feet for gas purchased by it from the Eastern 
Gas & Fuel Associates, an affiliated organiza- 
tion. 

The department based its approval of the 
contract on a statement in which the commis- 
sioners said that the contract price was less 
than it would cost the Consolidated to make its 
gas “in gas works of standard type, properly 
equipped, and of sufficient capacity to make all 
the gas required by the whole district supplied 
by said (the Consolidated) company.” 

The contract was asked for in May, 1938, to 
extend for one year, and proceedings in con- 
nection with it had been under consideration 
since that time, with the recent rate case in- 
volving the price paid by consumers to the 
Consolidated being taken up during much the 
same period of time. As a result the contract 
recently approved covers the price paid by the 
Consolidated to Eastern Gas & Fuel up to last 


May Ist. It will be necessary, therefore, for 
the Consolidated to file with the state utilities 
department a new contract for one year from 
that date. 

The commissioners stated in their finding 
that the statutes clearly limited their decision 
in the matter to a determination that the con- 
tract price should be lower than the company 
would have to pay if it made its own gas in 
sufficient quantities in standard gas works. 


New Commission Member 


Ox December 6th Governor Saltonstall ap- 
pointed Joseph R. Cotton to the Massa- 
chusetts Department of Public Utilities to 
succeed Commissioner A. C. Webber, whose 
term has expired. Mr. Cotton has been serv- 
ing as a member of the state senate and isa 
former president of that body. 

The retirement of Mr. Webber was marked 
by a number of regretful editorials in daily 
newspapers throughout the state, a tribute to 
his long experience and excellent record asa 
member of the commission. He was particu- 
larly expert on affairs of the Boston Elevated, 


Sg 
Michigan 


New Gas Plan 


ey teens Jeffries was reported recently 
to be working on a plan for cutting nat- 
ural gas rates in Detroit, which he revealed 
was “a better idea than municipal ownership 
of the gas distributing system.” 

During a discussion of the gas rate case at 
the December 11th session of the city council, 
Jeffries declined to disclose details of his plan, 
to which he made only a fleeting reference 
during a colloquy with Councilman Smith 
after the latter had suggested a revival of the 
municipal ownership idea. The discussion fol- 
lowed the submission to the council of a report 
by Corporation Council John P. O’Hara on the 


rate case before the state public service com- 
mission in Lansing and on the Federal suit 
against the Columbia Gas & Electric Company 
in Wilmington, Del. 

The Michigan Consolidated Gas Company 
purchases natural gas from the Panhandle 
Pipe Line Company, which pipes it to Detroit 
from Texas and southeastern Kansas, O’Hara’s 
report stated. The difficulty, he said, is that 
the pipe-line company is controlled by the Co- 


lumbia concern in violation of a consent de-f 


cree which provided that Columbia should di- 
vest itself of all interest in the Panhandle. 
To force Columbia to abandon all interest in 
the Panhandle is the purpose of the litigation 
in Wilmington. 


a 
Nebraska 


Will Buy Power Company 


HE North Platte city council moved re- 
cently to purchase or otherwise obtain 
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the property of the Northwestern Public Serv- 
ice Company. The council authorized Guy C. 


Myers, New York financier, to negotiate with 
the power company for purchase by North 
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Platte at a “fair and reasonable price.” 

If, however, these negotiations do not suc- 
ceed, the council approved recommendations 
of its study committee that condemnation pro- 
ceedings be instituted or other steps taken to 
arrive at public ownership of the utility prop- 
erties. The resolution read: 

“Your committee makes these recommenda- 


tions for the reason it feels the city council at 
this time should lend all its support and efforts 
toward the public ownership of the private 
utilities district now operating in the city.” 

It was understood Myers would receive no 
remuneration “whatsoever” unless a deal is 
made to acquire the property either by the 
city or by a public corporation. 


New York 


Votes Power Plant 


hee Rochester voters last month approved 
a $300,000 bond issue for a municipal elec- 
tric plant. The issue was carried by more than 
2 to 1 majority as 1,062 voted in favor against 
the opposition’s 420. The margin, surprising 
even the most ardent proponents, was given by 
taxpayers and nontaxpayers alike. 

Taxpayers turned in 580 “yes” votes ort 


246 “no.” Nontaxpayers favored the proposi- 
tion by 482 to 174. Although the votes were 
aggregated in the final tabulation, the nontax- 
payers were segregated, officials explained, to 
clarify the results in case of a close decision. 
The notice for the special election had called 
for “electors” to vote and that meant all eligible 
voters whether taxpayers or not, it was ex- 
plained. The village is served by the Roches- 
ter Gas & Electric Corporation. 


Ohio 


Seeks 5-man Board 


ISSATISFIED with the recent operation of 

Cleveland’s utilities department, Coun- 
cilman William C. Reed last month announced 
that he would ask the council, which was to 
take office January lst, to submit to the Cleve- 
land electorate a charter amendment to re- 
move the department from control by the city 
administration and place it in the hands of a 
5-man commission. 

Reed, regarded by his colleagues as the 
watchdog of the city’s utilities, said he believed 
the department, under Director Frank O. Wal- 
lene, had itself made a strong case for the 
amendment in the last several months by inept 
handling of the sewage disposal and water 
rate controversy with the suburbs and by be- 


latedly informing the council that the new gen- 
erating station of the municipal light plant 
would cost $1,015,000 more than originally 
was appropriated for it. 


Rate Reductions Rejected 


xe offer by Toledo Edison Company to 
make voluntary reductions in electric 
rates, which would total $498,000 annually, was 
rejected recently by a citizens’ advisory com- 
mittee report to the Toledo council, which 
asserted the reduction should total at least $1,- 
250,000 annually. 

The committee proposed in its report that 
domestic rates be reduced 20 per cent, com- 
mercial rates 20 per cent, and industrial rates 
16 per cent. 


Oklahoma 


Dam Chief Rejected 


HH Public Works Administration last 

month disapproved the appointment by 
the Oklahoma Grand River Dam Authority of 
Ray McNaughton as manager of the $20,000,- 
000 Grand River dam project in northeastern 
Oklahoma. 

McNaughton recently was selected by the 
Grand River Dam Authority board, of which 
he was chairman, to succeed R. V. L. Wright, 
who resigned at the beginning of a hearing on 
the board’s charges that his work was “unsat- 
isfactory” because of an alleged delay in 
project work. 


A clause in the PWA contract with the 
board provides the board may select the 
project manager, but that the choice must be 
satisfactory to PWA. In a telegram to the 
board, following a conference of PWA offi- 
cials on December 13th, the PWA said it did 
not believe McNaughton was qualified for the 
position, because he was an attorney and not 
an engineer. 


Utility District Plan Approved 


STATE drive for creation of “people’s util- 
ity districts” for direct purchase of elec- 
tricity from Federal hydroelectric projects was 
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termed a “step in the right direction” recently 
by R. L. Davidson, now general manager of 
the Grand River Dam Authority. Advised of 
plans for circulation of an intiative petition 
for a constitutional amendment opening the 
way for districts, Davidson said he would 
want to see the petition before saying what the 
GRDA’s attitude would be. 

Albert McRill, attorney of Oklahoma City, 
who drafted the petition, said it was the clear 
intention of the Federal government to reduce 
electric rates by selling the light and power di- 
rect to the consumers, as has been done in 
Washington, Oregon, and Tennessee, through 
creation of special utility districts. 

Under the proposed plan, the state Consti- 
tution would be amended to permit the crea- 
tion of “people’s utility districts” which could 
embrace several towns, counties, one county, 
or other areas larger than the single munici- 


palities now empowered under the Constitu- 
tion to create municipal ownership. Ten per 
cent of the qualified voters of any district so 
created could then petition the state corpora- 
tion commission which would be required un- 
der mandatory provisions to call an election 
in the district for creation of a public purchase 
district. An election would then be held in the 
district and a majority of votes would be re- 
quired to approve the plan of public purchase. 
Either a bond issue could be voted for pur- 
chase of electric distribution facilities or re- 
ceipts of the publicly owned plant could be 
pledged to pay off indebtedness incurred in tak- 
ing over privately owned facilities or building 
new ones. 

The plan was originally designed to enable 
direct purchase of electricity from the Grand 
River dam, the Denison dam, and smaller hy- 
droelectric projects in the state. 


¥ 


Oregon 


Raver Sends Reply 


gt ng Administrator Paul J. Raver 
recently replied to five questions asked him 
by State Senator Harry M. Kenin, chairman 
of the Bonneville-for-Portland Committee, 
which seeks formation of a people’s utility 
district in the city at the May election. Dr. 
Raver declined to estimate the retail rates 
which might be charged if Portland formed 
a PUD. Kenin had asked if Portland rates in 
such a case could not be as low or lower than 
those posted for Forest Grove. 

The Forest Grove rates, Dr. Raver said, 
“were worked out in codperation with the re- 
sponsible officials of Forest Grove.” He said 
they were designed to pay all operating ex- 
penses, including a fair charge for taxes and a 


* 


6 per cent return on the investment. Thus, 
they will maintain the system on a financially 
sound and self-supporting basis. 

Dr. Raver said Bonneville would be in a 
position to serve a public utility district if it is 
formed. 


Raver Denies Charges 


A PROTEST by the Mountain States Power 
Company of Chicago that Bonneville 
representatives were actively promoting a 
public utility district in Lane county, Oregon, 
was denied recently by Paul J. Raver, Bonne- 
ville Administrator, who charged the power 
concern with attempted “intimidation.” The 
proposal subsequently failed to carry by a 
vote of 1,901 to 2,890. 


Pennsylvania 


Raps Court Order 


Pine state superior court recently was 
criticized by one of the five members of 
the state public utility commission for “usurp- 
ing the function of the commission to regulate 
rates, conferred on the commission by the leg- 
islature.” Commissioner Thomas C. Buchanan 
objected to a superior court decision reducing 
a rate cut imposed on the Solar Electric Com- 
pany, of Brookville, by the PUC, and fixing 
the amount of gross revenues the company 
can collect. 

The commission decided in executive ses- 
sion not to appeal the superior court decision, 
and that action wrote an end to a 10-year-old 
rate case against the Solar Company, a unit 
of the Associated Gas & Electric Company. 


By the superior court decision, the 1,600 
customers of the company will get reductions 
in their costs for electric power aggregating 
$15,000 yearly, instead of the $26,000 reduc- 
tion ordered by the commission. 

Chief difference between the PUC and the 
superior court was the basis upon which rates 
charged by the utility were determined. The 
commission based its order on an estimate of 
original cost of the company’s properties, 
made in affidavit form by company officials, 
Mr. Buchanan said. The superior court find- 
ing was based on reconstruction cost, and the 
court, in a decision of November 15th, directed 
the company to file with the commission a 
schedule of rates to produce gross revenues 
of $83,514 yearly, $15,066 less than the annual 
revenues shown for previous ratés. 
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THE MARCH OF EVENTS 


South Carolina 


Legislative Session 


HE 83rd South Carolina General Assem- 

bly will reconvene at Columbia on January 
9th, with most of the members agreed that the 
session should be shorter than that of 1939, 
which set a new record of running from mid- 
January to the first of July. A financial crisis 
contributed heavily to the unprecedented 
lengthy session, it was said. 

It has been made clear that the Santee- 
Cooper power and navigation project, now un- 
der construction in the lower section of the 
state, will be an issue. Several members of the 


assembly have already asserted that they will 
bring Santee-Cooper to the floor. The em- 
ployment and land-acquisition policies being 
followed are expected to furnish the fuel for 
the fire on this subject in the assembly. 

Since one-half of the senate and all members 
of the house of representatives come up for 
reélection next summer, many believe this 
fact will strongly influence much that will be 
done in the assembly. It was said to be known 
that many of the assemblymen favor a short 
session. Not many are hopeful that expendi- 
tures of the state government can be substan- 
tially reduced. 


Tennessee 


Protest Power Charges 


A GROUP of representatives from White 

Bluff, Burns, Pond Switch, and other 
points, formerly served electricity by the Ten- 
nessee Electric Power Company prior to pur- 
chase of its lines by the Town of Dickson and 
the TVA, appeared before the meeting of the 
city council last month and protested the 
amortization charge on their TVA bills. 

The matter was discussed at length, with the 
citizens’ group being assured by the council- 
men that the Town of Dickson would codp- 
erate in an effort to get the charge removed. 
Recorder Robert S. Clement was instructed to 
request a representative of the REA to come 
to Dickson to discuss the matter with these 
representatives and the city officials. 


Confer on Tax Plan 


eee for securing full replacement of 
taxes lost to the state by reason of public 
acquisition of private electric power proper- 
ties through TVA were discussed at a confer- 
ence called last month by Governor Prentice 
Cooper and attended by U. S. Senator Tom 
Stewart and a group of Congressmen. 


In addition to the governor and Senator 
Stewart, others present at the conference in- 
cluded Congressmen Joseph W. Byrns, Estes 
Kefauver, Albert Gore, Wirt Courtney, Her- 
ron Pearson, and Jere Cooper; Long P. Mac- 
Farland, counsel for the state utilities commis- 
sion, and also a member of the governor’s tax 
replacement committee; and W. D. Hudson, 
member of the state railroad and public utili- 
ties commission. 

The purpose of the conference as outlined 
by the governor prior to its meeting was to ac- 
quaint the Tennessee congressional delegation 
with the aims of the state with reference to 
such tax replacement and also to discuss va- 
rious features of the Norris bill which would 
return to the state much of the tax revenue 
lost through the public acquisition of power 
properties. 

Congressman Cooper said that in the light 
of previous experience he felt that it would 
be rather difficult to secure full tax replace- 
ment by reason of the fight that had been made 
in Congress on previous TVA measures. He 
said that members of the Tennessee delegation, 
however, would be very glad to have before 
them such data as had been prepared by the 
governor’s tax replacement committee. 


¥ 
Utah 


Sign Sale Contract 


RRANGEMENTS for sale to Provo city of the 
Utah Power & Light Company’s distri- 
bution system in the corporate limits of the 
city were completed early last month at a spe- 
cial meeting of the city commission with offi- 
cials of the power company and the Ulen Con- 
tracting Corporation. 
A resolution authorizing Mayor Mark An- 
derson and City Recorder I. Grant Bench to 


enter into contract with the power company 
and the Ulen Contracting Corporation for pur- 
chase of the system was passed unanimously 
by the city commission. The Ulen Contracting 
Corporation is supervising construction of the 
city’s municipal power plant and acts as agent 
for the city. 

The price of the system was set at $160,000, 
with $40,000 to be paid down and the balance 
when the system is turned over to the city on 
April 1, 1940. 
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The Latest 
Utility Rulings 


Return of 5 Per Cent Held Not to Be 


HE supreme court of Illinois held 

that, in view of the present yields on 
money, a return of a little better than 5 
per cent on public utility property is not 
confiscatory. This decision was made in 
the Peoples Gas Light & Coke Company 
Case, which has been before the Illinois 
commission and the circuit court of Cook 
county for several years. 

The commission, in 19 PUR(NS) 
177, annulled increased rate schedules 
proposed by the gas company after 
making rulings on valuation, expenses, 
and other rate elements. The commis- 
sion had expressed the opinion that a 
rate of return of 5.95 per cent was fair, 
just, and reasonable for the purposes of 
the proceeding, although the company 
claimed that it was entitled to a fair re- 
turn of 7 per cent. The circuit court had 
ruled that the company was entitled to a 
return of at least 64 per cent to avoid 
confiscation. 

The fair value of the property was 
fixed by the commission at $120,000,000, 
and the supreme court sustained this 
valuation as against a valuation of $147,- 
000,000 found by the lower court. The 
supreme court sustained the commis- 
sion’s right to determine what constitutes 
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Confiscatory 


fair and reasonable operating expenses, 
but it discarded about $1,000,000 of ad- 
justments which the commission had 
made. The higher court found that after 
making its adjustments the company 
would have a return of slightly over 
$6,000,000 a year as against the net in- 
come found by the commission of 
$7,140,195. 

A distinction was made between a non- 
confiscatory rate of return and a fair 
and reasonable return. The commission 
in support of its order had cited the 
present low yields on high-grade utility 
bonds and pointed out that the company 
had borrowed $22,000,000 at 4 per cent 
through issuing its bonds and obtained 
$7,500,000 from banks on a 6-year term 
loan at an average interest cost of 2.6 
per cent. 

Large amounts of collected rates have 
been impounded pending the outcome of 
the litigation, and it has been announced 
that the funds will continue to be im- 
pounded pending a petition for rehearing 
before the Illinois Supreme Court. If a 
rehearing should be denied, an appeal to 
the United States Supreme Court may be 
taken. Peoples Gas Light & Coke Co. v. 


Illinois Commerce Commission. 


Cheap Money Rates Call for Lower Return 


A RETURN of 7 per cent allowed a few 
years ago by the Pennsylvania com- 
mission on the fair value of a bridge 
company’s property, and approved by 
the courts, was held, in a proceeding im- 
mediately following the earlier litigation, 
to be higher than necessary under pres- 
ent money conditions. A return of 6 per 
cent was held to be adequate. 


JAN. 4, 1940 


The risk of this particular enterprise 
and all the factors surrounding the 
bridge company’s operations were con- 
sidered. The commission said that de- 
termination of a proper rate of return 
varies not only according to the type of 
utility involved, but also for particular 
companies within a group. In addition, 
the time when the determination is made 
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THE LATEST UTILITY RULINGS 


s important. The proper rate, it was 
aid, depends entirely upon the circum- 
ktances in each particular case. 

Evidence was introduced as to bond 
jelds, New York money rates, relation- 
hip between earnings and market prices 
of securities, capitalization of the bridge 
ompany, the company’s experience with 
its bond issues, traffic statistics, charac- 
ter and location of the bridge, and other 
factors. The commission said: 

We deem this evidence pertinent and 
useful, since the crux of the problem of 
determining proper rate of return is the 
practical consideration of how the particular 
utility will be able to compete with others, 
utilities as well as nonutilities, for capital 


7 


funds. In order to determine whether the 
rate of return for respondent will be suffi- 
cient to attract investors in the first place, 
and permit the company to secure additional 
funds when needed, it is necessary to con- 
sider what return investors are receiving, 
and can be expected to receive, on invest- 
ments elsewhere. 


The commission observed that the 
trend in bond yield has been consistently 
downward, and that the average yield on 
securities of public utilities and other 
corporations has been consistently down- 
ward during the past several years. 
Pennsylvania Public Utility Commission 
v. Clark’s Ferry Bridge Co. (Complaint 
Docket No. 11352). 


Unauthorized Transportation for 
Agricultural Cooperative 


A= fide agricultural codperative, 
under the California law, may 
transport the property of its members 
without being subject to the provisions 
of the Highway Carriers’ Act. This does 
not mean, according to a ruling of the 
state commission, that transportation 
of property performed for an agricul- 
tural codperative by other persons is 
exempt. 

The commission found that an agri- 
cultural codperative association had 
made arrangements with certain carriers 


with the intent to remove contemplated 
hauling from the operation of the High- 
way Carriers’ Act. Actual operations 
under the agreement lacked the element 
of a transfer of use and possession of 
equipment to the hirer, which the courts 
have held to be essential to a leasing of 
property. The hauling in fact had not 
been performed by the association but 
by the carriers as such within the mean- 
ing of the act, it was held. Re Webb & 
Schell (Decision No. 32439, Case No. 
4374). 
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Flight of Houses to Escape Municipal 
Plant Burden 


I is unlikely that there will be a whole- 
sale exodus of houses and other 
buildings from municipalities venturing 
into the field of public utility opera- 
tion, but there is authority in a recent 
case decided by the supreme court of 
Kansas to support the right of real estate 
owners to take their buildings outside 
municipal limits. This may be akin to the 
much discussed flight of capital to other 
lands to escape governmental burdens. 
In the city of Byers, Kansas, which 
had issued electric light bonds, there 


were 208 separate tract valuations, and 
taxes were unpaid on 169 of the tracts. 
The owner of one tract, on which taxes 
had, however, been paid, had commenced 
to remove a house to a location outside 
the city. 

City officials then unsuccessfully 
sought an injunction to restrain the re- 
moval on the ground that this would con- 
stitute irreparable damage to the city. 

Fhe court pointed out that if the im- 
plications in this case were true, and an 
owner could not tear down any building 
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owned by him or any part of it which 
might make the real estate less valuable, the city had not presented a case calling 
the city could keep property in a static for an injunction. Rittenoure Investmen; 
situation from the time bonds are issued Co. v. Birney et al. 95 P (2d) 299. 
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Street-lighting Rates in Relation to Increment 
Cost and Relative Use Basis 


until they are paid. The court held tha 


for rates. If a certain class of busines; 


PROCEEDING as to street-lighting 
does not yield sufficient revenue to cover the 


rates in the city of Long Beach was 


discontinued by the New York commis- 
sion where neither the city nor the com- 
pany had presented any testimony which 
would permit the commission to make 
a determination whether the rates were 
reasonable. The only evidence was pro- 
duced by a representative of the com- 
mission. 

One exhibit was an increment cost 
analysis and another represented a com- 
putation upon the basis of relative use. 
Under the increment cost theory in one 
year the company had obtained $5,767 
more than the cost of the service. Under 
the relative use theory a deficiency of 
$1,543 below a fair return was shown. 
Chairman Maltbie, discussing these ex- 
hibits, said: 

In view of all of the facts, I conclude that 
neither method nor exhibit should be fol- 


lowed in every respect. Generally, the in- 
crement cost method fixes a minimum limit 


cost of the service rendered, assuming that 
such service is merely to bear the costs 
which such service imposes and that all 
other services are to bear all of the cost of 
providing a plant and its other operations, 
such service should not generally be ren- 
dered, as it imposes a financial burden upon 
the stockholders or upon other consumers, 
There may be instances where the increment 
cost method would practically determine the 
rate that should be charged, but I do not 
believe that in determining street-lighting 
rates it should be followed or be allowed 
generally to be the dominant factor. Cer- 
tainly, in this case much less weight should 
be given to the increment cost method than 
to the results shown in Exhibit 195 [rela- 
tive use basis]. 


The fact was brought out that the city 
had not paid its bills for street lighting 
with reasonable promptness, and it was 
said that there should be some recogni- 
tion of the deferment of payment. Re 
Queens Borough Gas & Electric Co. 
(Case No. 8403). 
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Pipe-line Company Supplying Gas under Contract 
Held Subject to State Control 


a . by a state commission 

cannot be avoided by the formation 
of separate pipe-line companies to fur- 
nish part of the service in a territory 
under contract, according to a ruling of 
the New York commission. In this case 
the Potter Development Company was 
selling natural gas to the Corning Glass 
Works located at Corning, New York. 
The supply was through a pipe line 
owned by the Potter Company extending 
from a connection with the pipe line of 
the Allegany Gas Company, an affiliate. 

The natural gas was taken from the 
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Allegany Gas Company’s pipe line and 
was metered at the glassworks. The 
Allegany Company’s line ran from a con- 
nection with the pipe line of the North 
Penn Gas Company in Pennsylvania near 
the New York state boundary, and, after 
joining the Potter line, continued on and 
supplied gas to a second affiliate of Pot- 
ter, the Crystal City Gas Company, 
which serves the city of Corning, New 
York. 

This latter company is under the 
jurisdiction of the commission. In Penn- 
sylvania the Potter Company delivers gas 
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into the pipe line of the North Penn Gas 
Company. 

Commissioner Lunn, delivering the 
commission opinion, said: 


A portion of the gas which Potter deliv- 
ers in Pennsylvania to the North Penn Gas 
Company’s pipe line, it contends, is. trans- 
ported for it, for the use of the Corning 
Glass Works, by the North Penn Gas Com- 
pany’s pipe line and the Allegany Gas Com- 
pany’s pipe line, at an agreed price. The 
remaining gas delivered by Potter in Penn- 
sylvania to the pipe line of the New Penn 
Gas Company, and in turn to the Allegany 
Gas Company, is sold on delivery to the 
North Penn Gas Company’s line. The gas 
which is sold and the gas which Potter 
contends is transported for the use of the 
Corning Glass Works is mingled together 
in transit. 


From these facts the commission 
found that the supplying of gas by Pot- 
ter to the Corning Glass Works consti- 
tutes an intrastate operation, and that 
the Potter Development Company is a 
gas corporation operating a gas plant and 


is a public utility subject to the juris- 
diction of the commission. It was said 
that to hold otherwise would invite wide- 
spread circumvention of the Public Serv- 
ice Law. The Potter Company, by its 
arrangement with the glassworks, was 
doing what its affiliate, the Crystal City 
Gas Company, could not do without be- 
ing subject to the regulatory powers of 
the commission. As stated by Commis- 
sioner Lunn: 


If it were decided that the Potter Com- 
pany is not a public utility, then any 
presently regulated utility company, by the 
formation of an entirely new corporation, 
could effect an arrangement such as Potter 
has made without compliance with the Pub- 
lic Service Law. A multitude of companies 
might be formed to undertake the supply- 
ing of gas under contract similar to the 
one under which Potter is supplying the 
Corning Glass Works, in competition with 
regulated public utilities, without restriction. 


Re Potter Development Co. (Case No. 
9461). 
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Commission Jurisdiction over Ports 


And Their Tariffs 


HE supreme court of Washington 

modified a decision of a trial court 
which affirmed a commission order ex- 
cept in so far as it required the port of 
Seattle to apply for a license immediately 
and to fix rates on the same schedules 
as had already been fixed by the depart- 
ment of public service. The department 
had required the port to apply immedi- 
ately for a license and to file a tariff 
fixing rates for storage. 

The supreme court held, first of all, 
that the 1937 statute providing for the 
regulation of rates of storage ware- 
houses, and including among the opera- 
tors of warehouses port commissions and 
districts, takes from the port commis- 
sioners some portion of the plenary 
power to fix rates absolutely and with- 
out right of appeal or review which had 
been given them by a previous act, and 
gives such power to the public service 
department. 


A construction of the whole act, the 
court stated, shows that the legislative 
desire was to allow the port commission- 
ers to retain rate-fixing jurisdiction over 
waterborne goods only. 

The question whether waterborne 
goods lose their character as such when, 
though consigned to one dock, they are 
discharged at another dock and trans- 
ported by land haul to the former, was 
answered as follows: 

In our opinion, the carriage of goods via 
land, from the dock at which the vessel 
berths to the dock to which the goods are 
consigned, is an operation which is merely 
incidental to the carriage by water. Bearing 
in mind the spirit as well as the precise lan- 
guage of the 1937 act, we do not believe that 
this purely adventitious land-haul movement 
appended to consignment by water in any- 
wise divests those goods of their waterborne 
character. > 5 

We conclude that the fixing of tariff rates 
upon such goods is not an undertaking 
within the jurisdiction of the department of 
public service. 
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The court also said that goods con- 
signed to a firm via water which are ac- 
cepted by the consignee at the dock 
where they are discharged from the boat 
and moved to another dock by truck at 
the direction of the consignee, to be 
transshipped by land at a later date, lose 
their waterborne character upon delivery 


e 


to the consignee at the dock where they 
are discharged from the incoming vessel, 
and, being transshipped by land, fall 
without the statutory exemption, and the 
jurisdiction of the department obtains, 
State of Washington ex rel. Port of Seat- 
tle v. Department of Public Service of 
Washington. 


Other Important Rulings 


HE supreme court of Wisconsin held 

that where the commission on an ap- 
plication of a holder of a common carrier 
certificate had authority to strike out a 
restriction contained in its order granting 
the certificate, it had authority to reinsert 
such restriction on proper notice. It was 
further held that the commission on re- 
hearing could deny operating rights 
granted in a prior order amending a 
certificate, where the prior order in the 
light of the testimony given at the last 
hearing was erroneous. Motor Transport 
Co. v. Public Service Commission, 287 
NW 727. 


The California commission, in grant- 
ing certificates of convenience and neces- 
sity, held that where it appears that food 
supplies which applicants seek to trans- 
port mature at different times throughout 
the year, so that peak movements occur 
frequently and that by the nature of such 
commodities expeditious delivery is 
needed which cannot be afforded by one 
applicant, certificates should issue to sev- 
eral applicants in order that the producer 
and the consuming public shall be served 
adequately. Re Santa Cruz Motor Ex- 
press, Inc. et al. (Decision No. 32456, 
Applications 22323, 22378, 22407, 
22603). 


The Colorado commission authorized 
motor carrier service although the appli- 
cant had failed to show the inadequacy 
of authorized carrier service to take care 
of the transportation needs in the terri- 


tory, the commission stating that such 
deficiency alone would not justify denial 
of the application as it must appear that 
the efficiency of such common carrier 
operations will be impaired by the grant 
of the authority sought, and usually that 
fact can best be established by protes- 
tants. Re Purvis (Decision No. 14294, 
Application No. 5159-PP). 


The criminal court of appeals of Okla- 
homa, after remarking that the state may 
classify motor vehicles and make reason- 
able regulations governing the use of 
state highways, held that a person con- 
ducting a travel bureau who contracts 
with passengers for transportation upon 
the public highways to intrastate points 
on payment of fare without first obtain- 
ing a permit from the corporation com- 
mission is guilty of operating a motor 
vehicle on public highways without a 
permit, within the meaning of the law, 
where neither the operator of the travel 
bureau nor the party transporting the 
passengers has a permit. Herring v. 
State, 95 P (2d) 128. 


The supreme court of Vermont held 
that the failure of an agent or of the 
initial carrier to inform the consignor 
that a cheaper rate could be obtained by 
routing the shipment other than as speci- 
fied in a bill of lading, cannot prevent 
the exaction of the lawful and established 
rate for the route taken. Montpelier & 
Wells River Railroad v. Caldbeck-Cos- 
grove Corp. 8 A (2d) 681. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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FEDERAL POWER COMMISSION 


Re Pennsylvania Water & Power Company 


[Opinion No. 40, Docket No. IT-5524.] 


Water, § 35 — Navigable waters — Test of navigability. 
1. The crucial test of the navigability of a stream is its susceptibility of use 
as a highway of commerce rather than its actual use, p. 3 

© Water, § 35 — Evidence of navigability — Conclusiveness of evidence. 

2. That a stream is used as an avenue of commerce is conclusive evidence 

of its susceptibility for such use, p. 3. 

Water, § 35 — Navigable waters. 

3. Rivers have been held to be navigable where the means of transportation 
were rafts and logs, or boats drawing 2 feet of water, p. 4. 

Water, § 35 — Criterion of navigability — Size of craft. 
4. The size of the means of transportation is not a criterion of navigability 
so long as travel or trade of a substantial and permanent character can be 
carried on, p. 4. 

Water, § 35 — Navigable waters — Geographical changes — Commercial disuse. 


5. A river, having been used as an avenue of commerce, was and remained 
navigable water of the United States, and its character as such was not 
changed by any subsequent economic or geographic developments resulting 
in a commercial disuse of the river for navigation, p. 5. 


Water, § 4 — Federal jurisdiction — Navigable waters. 


6. A river, having been used as an avenue of commerce, came within the 
constitutional control of Congress and that control could be relinquished 
only by an express act of Congress, p. 5. 


Water, § 36 — Navigability — Obstructions to navigation — Dams. 


7. A party cannot contend that a river which is or has been navigable is 
no longer so because he has constructed a dam and has thereby set up an 
obstacle to continuous interstate commerce, p. 5. 


[1] 1 31 P.U.R.(N.S.) 





FEDERAL POWER COMMISSION 


Water, § 18 — Navigable waters — Federal control — Orders. 


8. The maintenance and operation of a power plant and dam on a navigabk 
river of the United States without authority granted prior to June 10, 1920, 
or without a license under the Federal Power Act, is unlawful, and, there. 
fore, an order appropriate, expedient, and in the public interest is one re. 
quiring the offender to apply for a standard form license under the act, 


p. 6 


[November 3, 1939.] 


NVESTIGATION to determine whether a river is a navigable 

stream of the United States and whether an order should be 

issued to conserve and utilize the navigation and water-power 

resources of said river; respondent ordered to apply for license 
to operate on said river. 


APPEARANCES: David W. Robin- 
son, Jr., General Counsel, Willard W. 
Gatchell, Nelle L. ingels, Attorneys, 
for the Commission ; George T. Ham- 
bright and Charles Markell, Attor- 
neys, for the respondent. 


By the Commission: This is a pro- 


ceeding under § 4(g)? of the Federal 
Power Act. 
On September 2, 1938, the Commis- 


sion issued an order directing the 
Pennsylvania Water and Power Com- 
pany, hereinafter referred to as the re- 
spondent, to appear and show cause 
why appropriate proceedings should 
not be instituted against it for operat- 
ing and maintaining the Holtwood 
project (a dam and power plant on 
the Susquehanna river, at Holtwood, 
Pennsylvania, 24.5 miles above its 
mouth) without a license granted pur- 
suant to the Federal Power Act. On 
October 10, 1938, the respondent filed 


¥ 


an answer admitting that it operates 
and maintains the Holtwood project 
for the purpose of developing electric 
power. It denied that the Susquehan- 
na river was navigable water of the 
United States from the Holtwood res- 
ervoir downstream, and particularly 
at the site of the project, and averred 
that the Federal Power Commission 
was without jurisdiction to institute 
any proceedings against the respond- 
ent. Thereupon the Commission, on 
November 1, 1938, issued an order 
that an investigation be instituted tof 
determine the facts and whether an 
order, appropriate, expedient, and inf 
the public interest, should not be is- 
sued which would conserve and utilize f 
the navigation and water-power re- 
sources of the Susquehanna. 4 

The issues, based upon the evidence 
adduced, resolve themselves into two 
main questions: (1) Whether the Ff 
Susquehanna, at the site of the Holt- 





1Section 4 of the Federal Power Act pro- 
vides as follows: 

“Sec. 4. The Commission is hereby author- 
ized and empowered— 


“(g) Upon its own motion to order an in- 
vestigation of any occupancy of, or evidenced 


intention to occupy, for the purpose of de- 
veloping electric power, public lands, reserva- 
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tions, or streams or other bodies of water F 
over which Congress has jurisdiction under 
its authority to regulate commerce with for- f 
eign nations and among the several states by 
any person, corporation, state, or municipality [ 
and to issue such order as it may find appro- | 
priate, expedient, and in the public interest 
to conserve and utilize the navigation and 
water-power resources of the region.” 
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wood project, is navigable water of 
the United States, and (2) what would 
constitute an order “appropriate, ex- 
pedient, and in the public interest” in 
the premises. 


The Susquehanna, at the Site of the 
Holtwood Project, Is a Navigable 
Water of the United States 


Section 3(8), (16 USCA, § 796 
(8)) so far as it is pertinent to this 
case, defines “navigable waters’ as 
meaning 

a those parts of streams 
which either in their natural 
or improved condition notwithstand- 
ing interruptions between navigable 
parts of such streams or waters by 
falls, shallows, or rapids compelling 
land carriage, are used or suitable for 
use for the transportation of persons 
or property in interstate commerce, in- 
cluding therein all such interrupting 
falls, shallows, or rapids. fi 

This congressional definition of 
“navigable waters” is a crystallization 
of the definition judicially evolved in 
interpreting this term as used in prior 
legislation, namely, that rivers are 
navigable ‘when they are used, or are 
susceptible of being used, in their or- 
dinary condition, as highways of 
commerce, over which trade and travel 
are or may be conducted in the cus- 
tomary modes of trade and travel on 
water. And they constitute navigable 
waters of the United States within the 
meaning of the acts of Congress, in 
contradistinction from the navigable 
waters of the states, when they form 
in their ordinary condition by them- 
selves, or by uniting with other waters, 
a continued highway over which com- 
merce is or may be carried on with 
other states or foreign countries in the 


customary modes in which such com- 
merce is conducted by water.” Daniel 
Ball v. United States (1871) 10 Wall. 
557, 563, 19 L ed 999. 

[1, 2] The crucial test of the nav- 
igability of a stream is its susceptibili- 
ty of such use as a highway of com- 
merce, rather than its actual use. 
United States v. Utah (1931) 283 US 
64, 82, 75 L ed 844, 51 S Ct 438. 
The susceptibility of a stream for nav- 
igation can be gathered from evidence 
concerning its physical characteristics 
by considering (1) the sufficiency of 
the water flow to sustain navigation ; 
(2) the existence of a channel more or 
less continuous, of sufficient width and 
depth to permit the passage of the 
means of navigation; (3) whether the 
general slope of the river bed, or the 
velocity of the water, is so great as 
to render the passage of boats impos- 
sible; and (4) whether such natural 
obstructions as falls, rapids, and shal- 
lows are sO numerous or so serious 
as to render navigation impossible. 
The actual existence of pleasure or 
other noncommercial navigation may 
constitute evidence of the susceptibili- 
ty of a stream to commercial naviga- 
tion. In the consideration of these 
facts, due weight may also be given 
to such expressed or implied findings 
as may be contained in acts of Con- 
gress improving the stream for navi- 
gation and similar findings of other 
authoritative governmental agencies. 

There is ample evidence in the rec- 
ord in this case to show that by the 
above standards the Susquehanna riv- 
er, prior to the construction of the 
dams, was susceptible to use as an 
avenue of interstate commerce. But 
thé importance of all these facts re- 
lating to the susceptibility of a stream 
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for use as an avenue of commerce 
vanishes when there is evidence of ac- 
tual commercial navigation. For if a 
stream is used as an avenue of com- 
merce, that, in itself, is conclusive evi- 
dence of its susceptibility or suitability 
for such use. 

The evidence of record in this case 
shows that prior to its improvement 
by the construction of a canal which 
was completed in 1840, the lower 
stretch of the Susequehanna, includ- 
ing the Holtwood site, had been used 
as an avenue of commerce. For ex- 
ample: Jonathan Williams Condy 
stated in his “Description of the Riv- 
er Susquehanna,” published in 1796, 
that boats 60 to 90 feet long and about 
15 feet wide carrying as much as 300 
barrels of flour descended the Susque- 
hanna in the spring. An article read 
by Albert P. Silver before the Har- 


ford Historical Society in 1888 re- 
lates that in 1797 a flat-bottomed boat 
loaded with flour descended the Juni- 
ata river, thence down the Susquehan- 
na and landed safely in Baltimore. 
Excerpts from the Journal of the First 


Session of the Thirteenth House 
of Representatives of Pennsylvania 
shows that in 1802-3, 284 boats passed 
through the Conewago canal. From 
the proceedings in the general assem- 
bly of Maryland, we learn that, in 
1821, 925 rafts of lumber averaging 
25,000 feet, and 535 arks* loaded 
with produce descended the Susque- 
hanna to the Chesapeake bay ; that the 
freight was valued at $1,200,000; and 
that on the return trip the boats car- 
ried freight valued at about one-tenth 
of this amount. Niles’ Weekly Regis- 





2Boats 90 feet long, 16 foot beam and 
drawing, when loaded, 5 feet of water. 
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ter tells us that in 1827, 3 arks aver. 
aging 150 tons loaded with whiskey, 
pork, etc., left Owego, New York, on 
a Friday, descended the Susquehanna, 
and arrived at Havre de Grace on the 
following Monday. These are isolat- 
ed illustrations of the type and extent 
of navigation that had taken place on 
the Susquehanna and that had passed 
through the lower reaches of the riv- 
er with which we are now concerned, 


Evidence of annual amounts of navi- 
gation may be found in the report of 
the chief of engineers, for 1884, 
which shows that, during 1822, 388 
arks descended past Port Deposit by 
way of the Susquehanna and Tidewa- 
ter canal, and 99 arks descended by 
way of the river; that the freight car- 
ried was valued at $195,750 not in- 
cluding lumber ; and that the total down 
trade on the Susquehanna for that 
year was estimated at $1,500,000 to 
$2,000,000. The same report shows 
that in 1824, 338 arks and 509 rafts 
passed through the canal near the 
mouth of the Susquehanna upstream. 
Likewise, in 1827, this report shows, 
property to the value of $4,500,000 
descended the Susquehanna; that 1,- 
500 arks arrived at Port Deposit, 
Maryland, and that some 175,000,000 
feet of lumber were rafted. 

[8,4] After the completion of the 
Susquehanna and Tidewater canal in 


the lower stretch of the river, most of f 


the traffic naturally passed through the 
canal, rather than in the river itself. 
The river itself was used mainly for 
the passage of boats which were too 
large to go through the canal locks, 
and in those circumstances it was only 
natural that the river be used in stages 
of high water. It is not necessary, 
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however, for a river to be navigable for 
boats drawing 5 feet of water. Riv- 
ers have been held to be navigable 
where the means of transportation 
were rafts and logs, St. Anthony Falls 
Water Power Co. v. Water Comrs. 
(1897) 168 US 349, 359, 42 L ed 
497, 18 S Ct 157, or boats drawing 2 
feet of water, United States v. Mon- 
tello (1874) 20 Wall. 430, 441, 22 L 
ed 391. The size of the means of 
transportation is not a criterion of 
navigability, so long as travel or trade 
of a “substantial and permanent char- 
acter” can be carried on. Leovy v. 
United States (1900) 177 US 621, 
632, 44 L ed 914, 20 S Ct 797. What- 
ever may be the accuracy of the figures 
found in the above statements and re- 
ports, it is evident that the amount 
of commercial navigation on the low- 
er reach of the Susquehanna was sub- 


stantial and permanent, in contradis- 
tinction to inconsequential, or occa- 


sional, or sporadic. It is not within 
the experience of mankind that millons 
of dollars’ worth of freight be trans- 
ported on a stream occasionally or 
sporadically. 

[5, 6] Having been used as an ave- 
nue of commerce, the Susquehanna 
was and remained navigable water of 
the United States, and its character 
as such was not changed by any sub- 
sequent economic or geographic devel- 
opments resulting in a commercial dis- 
use of the river for navigation. Ari- 
zona v. California (1931) 283 US 
423, 453, 75 L ed 1154, 51 S Ct 522. 
The river came within the constitu- 
tional control of Congress, and that 
control could be relinquished only by 
an express act of Congress. Economy 


Light & P. Co. v. United States 


(1921) 256 US 113, 124, 65 L ed 
847, 41 S Ct 409. 

We are not unmindful of the fact 
that in 1904 Secretary of War Taft 
made a finding that the Susquehanna 
was at that time navigable only within 
the state of Maryland. We think, 
however, that the Secretary of War 
attributed undue significance to the 
fact that commercial navigation on 
this river between Pennsylvania and 
Maryland became suspended at the be- 
ginning of the present century. It is 
significant that Secretary of War Taft 
had made exactly the same ruling in 
respect of the DesPlaines river when 
he said that the DesPlaines “is not now 
navigable.” Yet, upon the litigation 
which followed in the Economy Light 
& Power Company Case, supra, the 
Supreme Court held that the Des- 
Plaines constituted navigable water of 
the United States, despite the fact that 
there had been no navigation on that 
river for over 100 years. 

[7] Aside from the fact that the 
river was navigable water of the Unit- 
ed States prior to the present power 
developments, and, therefore, remained 
a navigable water of the United 
States, the river in its present condi- 
tion is suitable for transportation of 
persons or property in interstate com- 
merce and therefore is navigable wa- 
ter of the United States within the 
meaning of the Federal Power Act. 
The evidence shows that the only ob- 
stacle in the way of continuous inter- 
state navigation, between some place 
above the Holtwood project in Penn- 
sylvania and the Conowingo dam in 
Maryland, is the Holtwood dam itself. 
Respondent cannot maintain that be- 
cause it has constructed this dam, and 
has set up this obstacle to continuous 
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interstate transportation, it has, there- 
fore, taken the stream out of the con- 
trol of Congress. Such an argument 
would fly in the face of the decision 
in the Economy Light & Power Com- 
pany Case, supra, and indeed it would 
be anomalous if the constitutional 
powers of Congress could be fettered 
or diminished by contracts or other 
acts of private persons. The Gold 
Clause Cases (Norman v. Baltimore 
& O. R. Co.) (1935) 294 US 240, 
307, 79 L ed 885, 55 S Ct 407, 95 
ALR 1352. 


It must, therefore, be concluded that 
the Susquehanna is navigable water of 
the United States from some place 
above the Holtwood project to the 
mouth of the river. This being so, it 
is unnecessary to make findings, or as- 
sign any reasons, as to whether the 
Susquehanna river otherwise comes 
within the regulatory jurisdiction of 
Congress under the Commerce Clause, 
and as to whether the maintenance or 
operation of the project affects inter- 
ests of interstate or foreign commerce. 


Public Interest Requires That Holt- 
wood Project Be Placed under 
License 


[8] The second question is what 
would constitute an order “appropri- 
ate, expedient, and in the public inter- 
est” to conserve the navigation and 
power resources of the Susquehanna. 
Section 23(b) of the Federal Power 
Act makes it unlawful for any person 
to construct, maintain, or operate a 
dam or other project works in any of 
the navigable waters of the United 
States except either in accordance with 
valid authority granted prior to June 
10, 1920, or in accordance with a li- 
cense granted pursuant to the Federal 
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Power Act. It is not disputed that the 
respondent has constructed the project 
and is maintaining and operating the 
same without authority granted prior 
to June 10, 1920. Therefore, the 
maintenance and operation of the pro- 
ject without a license under the Fed- 
eral Power Act is unlawful. What- 
ever discretion the Commission might 
have in the issuance of orders conserv- 
ing the navigation and power resour- 
ces of streams in other cases, little 
discretion is left in the Commission in 
a case of this character, for it is “ap- 
propriate, expedient, and in the public 
interest” that projects not be main- 
tained or operated unlawfully, that is, 
without a license. This is the least 
the Commission may require as to 
projects maintained on navigable wa- 
ters. It has been suggested that the 
Commission may require that the 
project be removed or entirely recon- 
structed. There is nothing in the rec- 
ord, however, which would support a 
conclusion that such an order would 
be expedient and in the public interest 
in this case. We, therefore, conclude 
that an appropriate order in this case 
is an order requiring the respondent 
to apply for a standard form license 
under the act. 
Findings 

Upon consideration of the order to 
show cause, the return thereto, the 
evidence adduced, and the briefs filed 
in the above-entitled matter, the Com- 
mission finds as follows: 

(1) The Pennsylvania Water and 
Power Company, hereinafter referred 
to as the respondent, is a Pennsylvania 
corporation engaged in the business of 
generating and selling electric energy. 

(2) The respondent-owns, main- 
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tains, and operates a dam, reservoir, 
power house, and other incidental 
works located on the Susquehanna riv- 
er at Holtwood, Pennsylvania. This 
project was constructed between 1905 
and 1909 without the affirmative con- 
sent of Congress. The respondent 
possesses no permit, right of way, or 
authority for its operation and main- 
tenance within the meaning of the 
Federal Power Act. 

(3) The Susquehanna river has 
| its source in Lake Otsego in the central 
part of the state of New York and 
flows in a general southerly direction 
approximately 400 miles through the 
states of New York, Pennsylvania, 
and Maryland, where it empties into 
the Chesapeake bay at the city of Havre 
de Grace, Maryland. Its drainage 
area is approximately 27,500 square 
miles. Its principal tributaries are the 
West Branch, 125 miles in length, 
which discharges its flow into the Sus- 
quehanna river near Sunbury, Penn- 
sylvania, approximately 118 miles up- 
stream from its mouth, and Juniata 
river, which lies west of the main riv- 
er and discharges its flow into the Sus- 
quehanna river near Duncan’s island, 
85 miles upstream from its mouth. 

(4) There is an average annual 
flow of water at Holtwood (mile 24.5) 
of approximately 35,000 cubic feet 
per second; in the vicinity of Holt- 
wood the river, in its natural condi- 
tion, was between 600 and 3,000 feet 
in width, and from 3 to 30 feet in 
depth ; from the point where the Juni- 
ata empties into the Susquehanna (at 
mile 84.6) to the mouth of the Sus- 
quehanna at Havre de Grace the av- 
erage slope is 4.02 feet per mile; in 
its natural conditions the obstructions, 
such as rapids, falls, and shallows, 


were not so numerous or so serious 
as to render navigation impossible. 
These physical characteristics of the 
Susquehanna river establish its sus- 
ceptibility for useful interstate navi- 
gation. 

(5) The evidence shows that at 
various times beginning with the year 
1797 navigation on the Susquehanna 
had been facilitated through the con- 
struction of canals which paralleled 
the river. Various sections of the 
canals were constructed at different 
times under the authority of the leg- 
islatures of the states of Pennsylvania 
and Maryland. The Susquehanna 
and Tidewater canal paralleling the 
lower 45-mile stretch of the Susque- 
hanna was completed about the year 
1840. 

(6) Prior to the completion of this 
canal, river traffic moved down the riv- 
er channel past McCall’s Ferry, now 
the site of the Holtwood project. The 
most serious partial obstruction to such 
traffic was the Conewago Falls (at 
mile 60), but arks and rafts were navi- 
gated downstream in the river chan- 
nel for many years prior to the com- 
pletion in 1797 of the one-mile canal 
around these falls. After the Cone- 
wago canal was completed, keel boats 
using this one-mile canal navigated 
the river, above and below the canal. 

(7) Many of the arks and keel 
boats, transporting grain and provi- 
sions of all kinds, started navigation 
at Wilkes-Barre, Pennsylvania (mile 
173), at Williamsport, Pennsylvania, 
on the West Branch (mile 157), and 
on the Juniata river, and continued 
down past the present site of the Holt- 
wood project. The annual value of the 
cargoes carried by the rafts, which 
usually came down the West Branch, 
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sometimes reached $5,000,000. While 
some of this commerce was local, most 
of it moved down the river to Havre 
de Grace. 

(8) After the completion of the 
canal along the lower 45-mile stretch, 
most of the river traffic was conduct- 
ed on the canal, except that arks which 
were too wide to pass through the locks 
were navigated in the river itself dur- 
ing periods of high water. Cargoes 
in large quantities were transported 
not only to the mouth of the river, but 
to Baltimore, New York, Wilming- 
ton, Philadelphia, and other markets. 
With the advent of the railroads, nav- 
igation on this river gradually de- 
clined, but it nevertheless continued in 
substantial amounts until the begin- 
ning of the present century when the 
canal was washed out by floods and 
was abandoned. 

(9) The construction of the Holt- 
wood project (mile 24.5 to mile 32) 
was completed in 1909 prior to the 
enactment of the Federal Water Pow- 
er Act. Since the Federal Power Com- 
mission was created in 1920, it has, in 
acting on declarations of intention and 
applications for licenses, found the 
Susquehanna river navigable water of 
the United States at four separate lo- 
cations, to wit: at the site of the 
Conowingo pool* (mile 9.6 to mile 
23.6), at the site of the Safe Harbor 
reservoir * (mile 32 to mile 44), at 
Clarks Ferry® (about mile 80), and 
at Millersburg ® (about mile 95). The 
Conowingo and Safe Harbor projects 
have been constructed and are now be- 


ing maintained and operated under |i. 
censes issued by this Commission. 

(10) In its present state the lower 
32-mile stretch of the river consists of 
the following parts: (a) the Holt. 
wood pool extending from the Safe 
Harbor dam, at mile 32, to the Holt- 
wood dam, at mile 24.5; (b) a stretch 
of 14.9 miles from the Holtwood dam 
in Pennsylvania to the Conowingo 
dam in Maryland at mile 9.6; and (c) 
a stretch of 9.6 miles in Maryland 
from the Conowingo dam to the 
mouth of the river. 

(a) At its very head, the Holt- 
wood pool has a channel depth of 5 
feet, but at a short distance therefrom, 
down to the dam, the depth of the 
channel increases rapidly and attains a 
maximum of about 85 feet. Boats, 
barges, and dredges taking anthracite 
coal from the river bed, now operate 


on this stretch of the river. 


(b) The interstate stretch between 
the Holtwood dam and the Conowingo 
dam consists of two pools separated 
by a short shallow place. The first 
pool immediately below the Holtwood 
dam is one mile long and has channel 
depths varying from 30 to 60 feet. 
The second pool, known as the Con- 
owingo pool, is approximately 14 miles 
long and has channel depths varying 
between 20 and 90 feet. The shallow 
place between the two pools constitutes 
an interruption between two navigable 
parts. It is the only place in this part 
of the river which would require ex- 
cavating for about one-quarter of a 
mile to permit the passage of boats 
drawing 6 to 9 feet of water, or for 





8 Third Annual Report, Federal Power 
Commission 161, Fifth Annual Report Federal 
Power Commission 75-77. 

Tenth Annual Report Federal Power 
Commission 86, 103, 108, 109, 233. 
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5 Fourth Annual Report Federal Power 
Commission 99 

6 Fourth Annual Report Federal Power 
Commission 99, 
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about one-eighth of a mile to permit 
the passage of boats drawing 2 feet of 
water, at extreme low flow. 

(c) Below the Conowingo dam, 
the 9.6-mile stretch may be divided in- 
to two parts: the first is a stretch of 
5 miles between the dam and Port 
Deposit, Maryland, which has channel 
depths varying between 5 and 20 feet. 
There is one short place in this stretch 
of the river, at mile 7, which, though 
permitting the passage of boats of light 
draft, would require excavating in or- 
der to permit the passage of boats 
drawing 6 to 9 feet of water. It isa 
matter of common knowledge that ves- 
sels of heavy draft can and do oper- 
ate in the second part of this 9.6-mile 
stretch, between Port Deposit and 
Havre de Grace. 


(11) The Holtwood pool is suit- 
B able for the transportation of persons 


or property within the state of Penn- 
sylvania. The Pennsylvania-Maryland 
state line is at approximately mile 15.2. 
The stretch of the river between the 
Holtwood dam and the Conowingo 
dam is suitable for the transportation 
of persons or property in interstate 
commerce between the states of Penn- 
sylvania and Maryland. The stretch 
of the river below the Conowingo dam 
is suitable for the transportation of 
persons or property in interstate com- 
merce from the state of Maryland in- 
to the Chesapeake bay and to destina- 


tions in other states. The only ob- 
struction which now stands in the way 
of the Holtwood pool being part of a 
navigable stretch which extends into 
the state of Maryland is the Holtwood 
dam, and the only additional obstruc- 
tion which now stands in the way of 
the Holtwood pool being part of a 
navigable stretch extending from 
Pennsylvania beyond the state of 
Maryland is the Conowingo dam. The 
evidence shows, and it is a matter of 
common knowledge, that if locks were 
constructed in the Holtwood and 
Conowingo dams, navigation could be 
conducted from the Holtwood pool 
down to and beyond the state of Mary- 
land. 


Conclusion 


The 32-mile stretch of the Susque- 
hanna river below the Safe Harbor 
dam is navigable water within the 
meaning of § 3(8) of the Federal 
Power Act, and the Holtwood Proj- 
ect is located across, along, and in 
navigable water of the United States. 
The maintenance and operation of the 
project without a license is in viola- 
tion of § 23(b) of the act. The re- 
spondent should, therefore, be required 
to apply for and obtain a license pur- 
suant to the act and the Commission’s 
rules and regulations. 

An order will be entered accord- 


ingly. 
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ORDER 


Upon consideration of the orders 
previously issued in the above-entitled 
matter, the return thereto, the evidence 
of record, and the briefs filed therein, 
the Commission, having on this date 
made and entered its opinion No. 40, 
containing its findings of fact and 
conclusions therefrom, which opinion 
and findings are hereby referred to 
and made a part hereof ; 

It is ordered by the Commission in 
conformity therewith that: 

The Pennsylvania Water and Pow- 
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er Company, the respondent in the 
above-entitled matter, shall within thir- 
ty days from the date of receipt by it 
of this order file with the Commission 
an application in accordance with the 
Rules of Practice and Regulations of 
the Commission for a license under the 
Federal Power Act to operate and 
maintain the Holtwood project; ex- 


pressly reserving, however, the right 


in the Commission to make such fur- 
ther or supplemental order or orders 
as may be deemed by it advisable or 
necessary for the enforcement of said 
act. 
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RE UNIFORM RULE WITH RESPECT TO CORRECTIVE EQUIPMENT 


KENTUCKY PUBLIC SERVICE COMMISSION 


Re Uniform Rule with Respect to Power 
Factor Corrective Equipment 


[Administrative Order No. 29.] 


Discrimination, § 208 — Electric service — Fluorescent lighting — Power factor 
corrective equipment. 
1. To continue to permit fluorescent lighting to be connected to the lines 
of electric utilities without power factor corrective equipment would result 
in discrimination, p. 12. 
Discrimination, § 208 — Electric service — Neon signs — Power factor corrective 
equipment — Fluorescent lighting installations. 
2. To continue to permit Neon and other similar types of signs to be con- 
nected to the lines of electric utilities without power factor corrective equip- 
ment and to require power factor corrective equipment on fluorescent light- 
ing installations would constitute discrimination, p. 12. 
Discrimination, § 208 — Electric service — Neon signs — Power factor require- 
ment — Installation changes. 
3. To permit Neon and signs of similar power factor characteristics to be 
taken down and moved to new locations, without, in the process of such 
moving, being converted to the proper power factor requirement, would 
result in discrimination, p. 12. 
Service, § 327 — Electricity — Fluorescent lighting — Neon signs — Power fac- 
tor corrective equipment. 
4. An electric utility should not permit connection to its lines of any 
fluorescent lighting, Neon signs, or other lighting or display facility having 
similar load characteristics unless such fluorescent, Neon, or other lighting 
equipment with similar load characteristics shall have installed by the cus- 
tomer in connection therewith auxiliaries or other means designed to correct 
the power factor of such equipment to not less than 90 per cent lagging, 
p. 12. 
[November 10, 1939.] 


| plerienenes of desirability of promulgating a uniform rule 

with respect to power factor corrective equipment for fluo- 

rescent lighting and lighting equipment with similar load char- 
acteristics; rule promulgated. 


¥ 


By the Commission: In the early things, a requirement that any instal- 
part of 1939 one of the major electric lations of fluorescent lighting would 
utilities filed with the Commission a_ be required to install power factor cor- 
tule which provides, among other rective equipment before it could be 
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connected to the company’s lines. 
Shortly thereafter two other of the 
major electric utilities in the state filed 
similar rules with the Commission. 
After considerable discussion with rep- 
resentatives of the first utility filing a 
rule, the Commission accepted this 
rule for filing but suspended the rules 
of the other two utilities pending in- 
vestigation and hearing. 

Following an extensive investiga- 
tion and many conferences, the Com- 
mission set the matter down for hear- 
ing on September 27, 1939. The Com- 
mission gave particular consideration 
to the problem which would confront 
existing users of Neon signs and signs 
with similar power factor character- 
istics. 

[1-3] After due consideration the 
Commission is of the opinion and finds 
that : 

1. Fluorescent lighting as a means 
of illumination is in its infancy. 

2. There is considerable likelihood 
that fluorescent lighting will become 
an important means of illumination. 

3. To continue to permit fluorescent 
lighting to be connected to the lines of 
utilities in the state, without power 
factor corrective equipment, would 
result in discrimination. 

4. To continue to permit Neon and 
other similar types of signs to be con- 
nected to the lines of utilities in Ken- 
tucky without power factor corrective 


equipment and to require power fac- 
tor corrective equipment on fluorescent 
lighting installations, would constitute 
discrimination. 

5. To permit Neon and signs of 
similar power factor characteristics 
to be taken down and moved to new 
locations, without, in the process of 
such moving, being converted to the 
proper power factor requirement, 
would result in discrimination. 

Therefore, the Commission being 
fully advised in the premises, 

It is ordered, that 

[4] 1. Subsequent to December 
31, 1939, no electric utility subject to 
the jurisdiction of the Public Serv- 
ice Commission of Kentucky shall per- 
mit connection to its lines of any fluo- 
rescent lighting, Neon signs, or other 
lighting or display facility having 
similar load characteristics, unless such 
fluorescent, Neon, or other lighting 
equipment with similar load charac- 
teristics shall have installed, by the 
customer, in connection therewith 
auxiliaries or other means designed to 
correct the power factor of such 
equipment to not less than 90 per cent 
lagging. 

2. Within thirty days from the date 
hereof each electric utility subject to 
the jurisdiction of the Public Service 
Commission of Kentucky shall file 
with the Commission a rule to accom- 
plish the purposes set forth in No. (1) 
hereof. 
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RE UNION ELECTRIC CO. OF MISSOURI 


SECURITIES AND EXCHANGE COMMISSION 


Re Union Electric Company of Missouri 


[File No. 31-389, Release No. 1621.] 


| Intercorporate relations, § 19.2 — Exemption under Holding Company Act. 


1. The Securities and Exchange Commission, in passing upon an applica- 
tion for exemption under § 3 (a) (2) of the Public Utility Holding Com- 
pany Act of 1935, must consider the relative size of the applicant’s sub- 
~— and their business as compared with that of the applicant itself, 
p. ar 


Intercorporate relations, § 19.2 — Exemption under Holding Company Act — 
Duty of Commission. 


2. The Securities and Exchange Commission must find as a condition 
precedent to granting an exemption to a company under § 3 (a) (2) of 
the Public Utility Holding Company Act of 1935, that the applicant there- 
for is predominantly a public utility company whose operations as such do 
not extend beyond the state in which it is organized and states contiguous 
thereto, p. 17. 


Intercorporate relations, § 19.2 — Exemptions under Holding Company Act — 
Predominance as operating company. 


3. The question whether a company is predominantly an operating utility 
within the meaning of the provisions of the Holding Company Act relat- 
ing to exemption from Federal regulation cannot be answered merely by 
finding that more than one-half of its business is that of an operating 
company, p. 17. 


Intercorporate relations, § 19.1 — Public ownership of subsidiaries’ securities — 
Necessity of regulation. 


4. Public ownership of subsidiaries’ securities make it very essential that 
the parent company, which by ownership of equity securities actively con- 
trols and manages such subsidiaries, should be subject to regulation as 
a holding company, p. 19. 


Intercorporate relations, § 19.2 — Exemption under Holding Company Act — 
Power of Commission — Statutory authority. 


5. The mere fact that an applicant for exemption under § 3 (a) (2) of 
Public Utility Holding Company Act of 1935 may at present be subject to 
many sections of that act by virtue of its being a subsidiary of a registered 
holding company does not empower the Securities and Exchange Com- 
mission to grant it an exemption as a holding company unless it comes 
within those provisions specifically authorizing such exemption, p. 19. 


Intercorporate relations, § 19.2 — Denial of exemption — “Upstream” loans. 
6. That many of the subsidiaries of an applicant for exemption under § 3 
(a) (2) of the Public Utility Holding Company Act are its creditors in 
large amounts would require the Securities and Exchange Commission to 
deny the exemption as to § 12 (a) forbidding “upstream” loans by a sub- 
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sidiary to its parent as being detrimental to the public interest and the 
interest of consumers, although the facts brought the applicant within the 
scope of § 3 (a) (2) of said act, p. 19. 


Intercorporate relations, § 14 — Status of subsidiaries — Self-supporting sub- 
sidiaries. 

7. The subsidiaries of a company are corporations in their own right rather 

than mere departments of the parent company where generally the parent 

company is not liable for the debt or other obligations of the subsidiaries, 


which are financed in part through the issue of their own securities, p, 
20. 


Intercorporate relations, § 19.2 — Exemption under Holding Company Act ~ 
Duty of Commission — Necessary findings. 


8. The Securities and Exchange Commission, in passing upon a requested 
exemption under § 3 (a) (2) of the Public Utility Holding Company Act, 
must confine its attention solely to the operations and place of incorporation 
of the holding company itself, and such exemption is to be granted only if 
such holding company is predominantly a public utility whose operations as 
such do not extend beyond the state in which it is organized and states con- 
tiguous thereto, p. 21. 


Intercorporate relations, § 19.2 — Exemptions under Holding Company Act — 
Intent of Congress — Necessary findings. 

9. Congress intended the Securities and Exchange Commission, in passing 
upon a requested exemption under § 3 (a) (2) of the Public Utility Hold- 
ing Company Act, to ignore as irrelevant the place of operation of the 
operating subsidiaries of the holding company and to consider solely whether 
the operations of the holding company itself as an operating company are 
confined to a specific state and contiguous states, p. 21. 


Statutes, § 11 — Construction. 


10. The Securities and Exchange Commission, in interpreting the Public 
Utility Holding Company Act, must construe it according to a fair inter- 
pretation of its terms taking care to avoid unusual meanings of words, p. 


21. 
Intercorporate relations, § 19.1 — Policy of Holding Company Act — Federal 
regulation. 


11. The fundamental policy of the Public Utility Holding Company Act 
is the Federal regulation of public utility holding companies in all cases 
where state regulation cannot be completely effected, p. 21. 

Intercorporate relations, § 19.2 — Denial of exemption. 


12. The Securities and Exchange Commission is compelled to deny an 
application for exemption under § 3 (a) (2) of the Public Utility Holding 
Company Act, where the applicant is in a very substantial sense a holding 
company and cannot be considered as predominantly a public utility com- 
pany, p. 24. 


(MatHeEws, Commissioner, dissents.) 
[July 7, 1939.] 


oe for exemption under the Public Utility Holding 
Company Act; denied. 
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RE UNION ELECTRIC CO. OF MISSOURI 


By the Commission: Union Elec- 
tric Company of Missouri (formerly 
Union Electric Light and Power Com- 
pany) has filed an application for ex- 
emption under § 3 (a) (2) (15 US 
CA, § 79c (a)) of the Public Utility 
Holding Company Act of 1935. Aft- 
er appropriate notice, a hearing was 
held before a trial examiner, requested 
findings of fact and briefs were sub- 
mitted, and oral argument was had be- 
fore the Commission. After consider- 
ing the record, the Commission makes 
the findings herein contained. 

Section 3 (a) (2) of the Public 
Utility Holding Company Act of 1935 
(hereinafter sometimes referred to as 
the Act’) is as follows: 

“The Commission, by rules and reg- 
ulations upon its own motion, or by 
order upon application, shall exempt 
any holding company, and every sub- 


sidiary company thereof as such, from 
any provision or provisions of this ti- 
tle, unless and except in so far as it 
finds the exemption detrimental to the 
public interest or the interest of in- 
vestors or consumers, if 


“(2) such holding company is pre- 
dominantly a public utility company 
whose operations as such do not ex- 
tend beyond the state in which it is 


organized and states contiguous there- 
dere 
Union Electric Company of Mis- 
souri (sometimes hereinafter referred 
to as “Union Electric” or as the “ap- 
plicant”’) is a Missouri corporation 
and operates an extensive electric dis- 
tribution system serving approximate- 
ly 300,000 customers in the city of St. 
Louis, Missouri, and territory adja- 
cent thereto. The applicant is a sub- 
sidiary of the North American Com- 
pany, a registered holding company.* 

The applicant has the following util- 
ity subsidiaries: 

Cupples Station Light, Heat and Pow- 
er Company, 
St. Charles Electric Light and Power 

Company, 

Lakeside Light and Power Company, 
Union Electric Company of Illinois, 
Iowa Union Electric Company, and 
Mississippi River Power Company. 

In addition to the foregoing utility 
subsidiaries, the applicant has several 
nonutility subsidiaries.* 

The present Union Electric Com- 
pany of Missouri is the outgrowth of 
a large number of companies, the prop- 
erties of which were combined in one 
system serving the city of St. Louis 
and five counties in Missouri adja- 





1 All of the applicant’s common stock, con- 
sisting of 2,295,000 shares without par value, 
and having the stated value of $52,500,000 is 
owned by The North American Company. 
The applicant has outstanding 130,000 shares 
of cumulative preferred stock, issued in two 
series of 7 per cent and 6 per cent, each 
having par value of $100; all of this stock 
except for 5 shares is outstanding in the hands 
of approximately 8,800 shareholders. The 
applicant also has outstanding in the hands 
of the public first mortgage and collateral 
trust bonds, 32 per cent series, due 1962, in 
the aggregate amount of $80,000,000. There 
is also outstanding $15,000,000 face amount of 
3 per cent notes, due 1943. 


2One of these, the Union Electric Land 
and Development Company, was organized to 


acquire certain land in connection with the 
construction of a power plant and dam in the 
neighborhood of the Lake of the Ozarks. The 
other nonutility subsidiaries include the St. 
Louis & Alton Railway Company, which owns 
an interurban railway leased to Illinois Ter- 
minal Railroad Company, an affiliated corpo- 
ration; St. Louis & Belleville Electric Rail- 
way Company, an electric railway line be- 
tween Belleville and East St. Louis, Illinois; 
and three other railway companies which are 
in the process of dissolution. 

Union Electric Company of Illinois has one 
wholly owned nonutility subsidiary, the Union 
Colliery Company. This company is the prin- 
cipal source of coal supply for the generating 
plants of Union Electric Company of Illinois. 
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cent thereto. The applicant owns two 
steam electric generating plants, one in 
the city of St. Louis and the other at 
Rivermines, Missouri; it also owns a 
hydroelectric plant at the Bagnell dam 
on the Osage river at Lakeside, Mis- 
souri. The applicant’s transmission 
system consists of 986 miles of over- 
head, underground, and submarine cir- 
cuits. Forty-eight substations are op- 
erated. 

Of the applicant’s utility subsid- 
iaries, Cupples Station Light, Heat 
and Power Company, St. Charles Elec- 
tric Light and Power Company, and 
Lakeside Light and Power Company 
are Missouri corporations operating 
in Missouri. The amount of their 
business and property is very small as 
compared with that of the parent com- 
pany. The Cupples Station Light, 
Heat and Power Company owns a dis- 


tribution system in certain parts of 
St. Louis operated by the applicant un- 
der lease ; this company is now in proc- 


ess of dissolution. The St. Charles 
Electric Light and Power Company 
operates in the vicinity of St. Charles, 
Missouri, and has been preserved be- 
cause it owns a franchise in that mu- 
nicipality which the company officials 
believe may be of assistance in the 
future. Lakeside Light and Power 
Company operates in three counties in 
southwestern Missouri in the neigh- 
borhood of the Lake of the Ozarks, 
about 100 miles from the territory 
served by Union Electric. 


The total amount of electricity sold 
by these three Missouri utility sub- 
sidiaries during the calendar year 1937 
aggregated less than 9,000,000 kilo- 
watt hours, as compared with total 
sales by the applicant company of over 
1,200,000,000 kilowatt hours. Gross 
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operating revenues of the Cupples Sta. 
tion Light, Heat and Power Company 
for the year 1937 were about $265, 
000, of St. Charles Electric Light and 
Power Company about $31,000, and 
of the Lakeside Light and Power 
Company about $35,000. These 
amounts aggregated 1.5 per cent of 
the total operating revenues of the ap- 
plicant company in 1937, which were 
over $22,000,000. No securities of 
these companies are outstanding in the 
hands of the public. It is, therefore, 
obvious that the Missouri subsidiaries 
of Union Electric are relatively insig- 
nificant, and, so far as its Missouri ter- 
ritory is concerned, the applicant’s sys- 
tem is predominantly a public utility 
company and not a holding company. 

Union Electric Company of Illinois 
is an Illinois corporation operating 
electric and gas properties in East St. 
Louis, Alton, and surrounding terri- 
tory in Illinois. This area directly ad- 
joins the territory served by the ap- 
plicant on the Missouri side of the 
Mississippi river, and electric energy 
is freely interchanged between the two 
companies. The Cohokia plant owned 
by this subsidiary was built in Illinois 
because land was available at a very 
low price, the coal supply was abun- 
dant, coal was considerably cheaper on 
the Illinois side of the river, and gen- 
erally speaking it was less expensive to 
produce electricity with a plant in IIli- 
nois. 

Iowa Union Electric Company, an 
Illinois corporation, operates electric 
distribution systems 
Warsaw, Dallas City, Pontoosuc, and 
Niota, Illinois, and Keokuk, Mont- 
rose, and Fort Madison, Iowa. It 
purchases all of its energy require- 
ments from Mississippi River Power 
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Company. It also operates a gas plant 
in Keokuk, Iowa. 

Under the terms of an Illinois stat- 
ute adopted in 1921 (“An Act Con- 
cerning Public Utilities,’ approved 
June 29, 1921; Art. III, § 28), no 
franchise to operate public utilities 
(other than common carriers and tele- 
graph and telephone companies en- 
gaged in interstate commerce) may, 
since that date, be granted or trans- 
ferred to any foreign corporation. 
This law is, according to the appli- 
cant’s witnesses, the only reason for 
maintaining separate corporations to 
carry on the Illinois business. 

All of the outstanding securities of 
Union Electric Company of Illinois 
and of Iowa Union Electric Company 
are owned by the applicant, with the 
exception of two small bond issues of 
predecessor companies of the Union 
Electric Company of Illinois (aggre- 
gating $500,000 out of total funded 
debt of over $20,000,000) and $700,- 
000 face amount of First Mortgage 
Bonds and $250,000 par value of pre- 
ferred stock of Iowa Union Electric 
Company. 

The applicant’s remaining utility 
subsidiary, Mississippi River Power 
Company, owns a large dam and pow- 
er plant near Keokuk, Iowa, and an 
extensive transmission system in Illi- 
nois and Iowa with principal substa- 
tions located at Hull, Meppen, and 
Quincy, Illinois, and Fort Madison, 
Iowa.® It sells electric energy to the 


applicant and its other subsidiaries and 
to other utility companies and indus- 
trial consumers. During the year 


1937, Mississippi River Power Com- 
pany sold a total of 650,560,627 kilo- 
watt hours, of which 392,155,854 or 
60.3 per cent were sold outside the 
Union Electric System. 


According to the applicant’s presi- 
dent, the acquisition of the Mississippi 
River Power Company, as well as of 
the two Illinois subsidiaries, was pri- 
marily for the purpose of improving 
service to the company’s customers in 
the city of St. Louis and vicinity. Ex- 
cept for the Illinois law prohibiting a 
Missouri corporation from operating 
as a utility in Illinois, the applicant 
states that it would itself own the 
Keokuk plant.* 

Practically all of the common stock 
of Mississippi River Power Company 
(159,402 shares out of 160,000 
shares) is owned by the applicant. 
All of its preferred stock, amounting 
to 82,345 shares of $100 par value, 
$16,212,300 face amount of first mort- 
gage bonds, and $2,817,000 of 5 per 
cent debentures are outstanding in the 
hands of the public. 

[1-3] Among the important facts to 
be considered in passing upon an appli- 
cation under § 3 (a) (2) is the rela- 
tive size of the subsidiaries and their 
business as compared with that of the 
applicant itself. As of December 31, 
1937, the book value of the applicant’s 
fixed gross utility assets (before de- 





3 Mississippi River Power Company is a 
Maine corporation and received its franchise 
prior to 1921, the date of enactment of the 
present Illinois law limiting foreign utility 
companies in that state. 

4At the time the Keokuk dam was built, 
the Mississippi River Power Company was 
independently owned and sold power to the 


[2] 


applicant company pursuant to a contract of 
sale. Subsequently, the officials of the appli- 
cant company decided that it would be ad- 
vantageous to own the Mississippi River Pow- 
er Company in order to take advantage of 
fluctuations in power between different plants. 
Accordingly, the Mississippi River Power 
Company was acquired by the applicant in 
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preciation) was $118,460,664. As of 
the same date, the book value of gross 
utility assets of the applicant’s utility 
subsidiaries was $100,979,268;° in 
other words, the aggregate book value 
of the plant of the subsidiaries was 85 
per cent of that of the applicant itself. 
The utility operating revenues of the 
applicant itself, after elimination of 
intercompany sales, were $22,735,481; 
those of the applicant’s utility sub- 
sidiaries were $8,158,362 or approxi- 
mately 36 per cent of those of the ap- 
plicant. Net operating revenues of 
the subsidiaries were over 68 per cent 
of those of the applicant itself. Other 
items in the financial statements of the 
applicant and its subsidiaries show that 
the business of the applicant’s sub- 
sidiaries is a very substantial part of 
the business of the applicant’s whole 
system.® 

Before the applicant can be granted 
an exemption, we must find that it is 


predominantly a public utility company 
whose operations as such do nct extend 
beyond the state in which it is organ- 
ized and states contiguous thereto. Al- 
though the applicant is incorporated in 
Missouri and its operations do not ex- 
tend beyond the state in which it is 
organized and states contiguous there- 
to, the question remains as to whether 
the applicant is “predominantly a pub- 
lic utility company.” 

The Act sets out no specific test or 
standard for the interpretation of the 
word “predominantly.”7 The appli- 
cant argued that it was “predominant- 
ly” an operating company because a 
major portion of its revenues is de- 
rived from its own operations and a 
major portion of its investment is in 
its own physical plant. We believe it 
evident that the question of whether a 
company is “predominantly” a utility 
cannot be answered merely by finding 
that more than half of the company’s 





5 The book value of these assets, as of 
December 31, 1937, was distributed among the 
various subsidiaries as follows: 


Union Electric Company of Illinois $50,203,181 
Cupples Station Light, Heat and 

Power Company 1,229,932 
St. Charles Electric Light and 

34,451 

97,382 


Power Company 
Lakeside Light and Power Com- 
6 Comparative statistics of the applicant and 


Gross operating revenues (eliminating inter- 
company sales) 

Fixed gross utility assets 

Fixed net utility assets 

Investments in and advances to utility subsid- 
iaries 

Net income 


Kw. hr. sold (eliminating intercompany sales) 1, 174, 410, '974 


M cu. ft. sold 


Mississippi River Power Company 46,252,488 
Missouri Transmission Company 1,171,146 
Iowa Union Electric Company ... _ 1,990,688 


$100,979,268 


The Missouri Transmission Company was 
dissolved subsequent to December 31, 1937, 
and its assets acquired by Mississippi River 
Power Company. 


its subsidiaries may be summarized as follows: 
Per Cent 
(Subsidiaries 
to Applicant) 
35.9 


83.6 


Subsidiaries 


$8,158,362 
100,979,268 
83,730,172 


Applicant 


$22,735,481 
118,460,664 
100,155,413 


62,580,256 
3,289,176 
900,397,885 


’ 


* This percentage represents the proportion which the applicant’s investment in utility sub- 
sidiaries bears to the total of the applicant’s fixed net utility assets and working assets. 


7The word “predominantly” has been de- 
fined as follows (Funk & Wagnalls New 
Standard Dictionary, 1937): “Superior in 


power, influence, effectiveness, number or de- 
gree; having ascendancy or control, prevalent 
over others.” 


31 P.U.R.(N.S.) 18 


busine 


emptic 
times, 
applic: 
age of 
subsic 
cants 
thoug 
enues 
no ca 
tion 1 
sets © 
have 
paren 
[4 
cases 
grant 
not < 
subsi 
er Ce 
nanc 
publi 
debe 
curit 
subs 
of tl 
$8,5 
$20, 
ersh 
it al 
ent 
equi 
mar 





RE UNION ELECTRIC CO. OF MISSOURI 


business is that of an operating com- 
pany. 

We have had occasion to grant ex- 
emptions under § 3 (a) (2) at various 
times, but in most of the cases where 
applications were granted the percent- 
age of gross operating revenues of the 
subsidiaries of the respective appli- 
cants did not exceed 10 per cent. Al- 
though in one case such operating rev- 
enues approximated 20 per cent,® in 
no case have we granted an applica- 
tion under this section where the as- 
sets or the revenues of the subsidiary 
have been as large a proportion of the 
parent as in the present case. 

[4] Unlike the situation in some 
cases where exemptions have been 
granted, the present applicant does 
not own all of the securities of its 
subsidiaries. Mississippi River Pow- 
er Company, for example, has been fi- 
nanced largely through the sale to the 
public of preferred stocks, bonds, and 
debentures. As pointed out above, se- 
curities of this company and the other 
subsidiaries outstanding in the hands 
of the public aggregate approximately 
$8,500,000 in preferred stock and 
$20,200,000 in debt. This public own- 
ership of subsidiaries’ securities makes 
it all the more essential that the par- 
ent company, which by ownership of 
equity securities actively controls and 
manages these subsidiaries, should be 
subject to regulation as a holding 
company. Congress evidently had 


such considerations in mind in enact- 
in clause (B) of § 3 (a) (3) which 
permits an exemption in certain cases 
if substantially all the outstanding se- 
curities of subsidiaries are owned by 
the holding company. Although the 
point was not discussed, our decision 
in Re Rockland Power & Light Co. 
supra, noted that all of the outstand- 
ing securities of that applicant’s sub- 
sidiary companies were owned by the 
parent. The fact that Mississippi Riv- 
er Power Company sells more than 60 
per cent of the energy it generates to 
companies outside the Union Electric 
System makes the position of this sub- 
sidiary especially significant. 

[5,6] The applicant has urged that 
since it is a subsidiary of the North 
American Company, a registered hold- 
ing company, it is already subject to 
the bulk of the regulatory provisions 
of the Act. However, the mere fact 
that the applicant may now be subject 
to many of the sections of the Act does 
not empower us to grant it an exemp- 
tion as a holding company unless it 
comes within those provisions author- 
izing us to grant exemptions. It may 
be observed that several provisions of 
the Holding Company Act apply to 
registered holding companies and not 
to their subsidiaries. For example, 
§ 12 (a) forbids “upstream” loans by 
a subsidiary to its parent. The evi- 
dence in the present case shows that 
many of the applicant’s subsidiaries 





8Re Rockland Power & Light Co. (1936) 
1 SEC 354. 


9 The legislative history of the Act supports 
the view that applications cannot properly be 
granted under this section where the assets 
or revenues of the subsidiary are a substan- 
tial portion of those of the parent. As stated 
in the Senate Report (74th Congress, Ist Sess. 


19 


Rep. No. 621, p. 24), the authority for exemp- 
tion under § 3 (a) (2) governs the type of 
case where “the company is itself a utility, 
being a holding company only in form by rea- 
son of the fact that it has one or more minor 
subsidiary utilities.” (Italics added.) 

*The House Report contains similar language 
ae Congress, Ist Sess. Rep. No. 1318, p. 
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are its creditors in large amounts.” 
Under these circumstances the neces- 
sity of regulation of such loans would 
require us, even if the facts brought 
the applicant within the language of 
clause (2) of § 3 (a), to deny the 
exemption as to § 12 (a) as being 
detrimental to the public interest and 
the interest of consumers.” 

Indeed, if we were to so construe 
clause (2) as to hold that applicant 
comes within it, we would be obliged 
to deny it an exemption from virtual- 
ly all the sections of the Act except- 
ing only those relating to the filing of 
reports. So that, except for the pos- 
sible lessening in the burden of filing 
such reports, there would be no prac- 
tical difference if we thus construed 
that clause. In fact, the applicant has 
stated that its principal reason for de- 
siring exemption is to reduce the labor 
and expense of filing the various re- 
ports and documents required from 
registered holding companies under the 
provisions of the Act. But analysis 
shows that no exemption under clause 
(2) or otherwise is necessary to that 
end. For, in view of the fact that 
practically all of such information is 
required to be furnished by registered 
holding companies with respect to their 


subsidiaries, most of the information 
required as a result of the denial of the 
exemption with respect to Union Elec. 
tric can be supplied through incorpora- 
tion by reference to the statements and 
reports of its parent, the North Ameri- 
can Company, pursuant to the instruc. 
tions on Forms U-5-B and U-5-S.¥ 

Since the filing of this application, 
the Commission has adopted Rules U- 
5B-2 and U-14-4, which make it un- 
necessary for registered holding com- 
panies which are themselves subsid- 
iaries of other registered holding com- 
panies to file formal reports of the 
character otherwise required, and per- 
mit in lieu thereof the filing of certifi- 
cates adopting the information filed by 
the parent company. The effect of 
these new rules is to remove any pos- 
sible burden with respect to reports 
upon the applicant which is not made 
necessary by the statutory require- 
ments for the purpose of protecting 
the public interest and the interests of 
investors and consumers. 

[7] The applicant has urged that 
the close inter-relationship between it- 
self and its subsidiary companies, and 
the fact that its subsidiaries are sepa- 
rately incorporated only because of the 
Illinois statute requiring that utility 





10As of December 31, 1937, the balances 
due from the applicant to various of its sub- 
sidiaries were as follows: 


Cupples Station Light, Heat & 

Power Company $364,231.71 
St. Charles Electric Light & 

Power Company 110,130.45 
Mississippi River Power Company 5,607,042.92 
Iowa Union Electric Company ... 727,083.03 
St. Louis & Alton Railway Com- 

178,509.83 


The applicant pays interest to its subsid- 
iaries on these open accounts at the rate of 
only 2 per cent, although in cases where other 
subsidiaries owe the applicant money it charg- 
es them 5 per cent. 

11 Similarly, the public interest and the in- 
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terest of investors might require us, even in 
the event an application could be granted, to 
withhold exemption with respect to § 12 (d), 
imposing limitations on the sale of public util- 
ity securities or assets by registered holding 
companies, and with respect to §§ 17 (a) and 
17 (b), requiring certain reports as to own- 
ership of securities by directors and officers of 
registered holding companies and imposing 
liabilities upon such persons for profits ob- 
tained by unfair use of information. 

12 The only substantial item of information 
required of Union Electric on Form U-5-B 
which is not required to be set forth in the 
statements filed by the North American Com- 
pany is the data concerning stock holdings 
contained in Item 15. The applicant has 
stated that it has no objection to furnishing 
this information. 
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companies be incorporated locally, in- 
dicate that the corporate fiction should 
be disregarded and that the subsid- 
jaries should be considered in effect 
merely departments of Union Electric 
Company of Missouri. The facts, 
however, make it clear that the sub- 
sidiaries are more than departments. 
Generally speaking, the applicant is 
not liable for the debts or other obli- 
gations of the subsidiaries, and they 
are financed in part through the issue 
of their own securities. The appli- 
cant has obtained such privileges as 
limited liability and separate regulation 
by the respective states of incorpora- 
tion and should not expect to obtain 
the advantages which it might possess 
if it directly conducted its entire busi- 
ness. Accordingly we are of the 
opinion that the assertion that the sub- 
sidiaries are mere departments of the 
parent is without merit and that we 
must consider the subsidiaries as cor- 
porations in their own right. 

[8-11] Applicant has in effect 
urged that in construing § 3 (a) (2) 
of the Act consideration must be giv- 
en to the physical interconnections of 
a holding company and its subsidiaries 
and to the reasons, whether based up- 
on state laws or otherwise, underlying 
the separate incorporation of the sub- 
sidiaries. In other words, applicant 
would have us interpret clause (2) as 
if, at the end thereof, these words ap- 
peared: “In considering whether this 
clause (2) is applicable, the operations 
of the holding company’s operating 
subsidiaries shall be regarded as if 


they were part of the operations of 
such holding company, if the Commis- 
sion finds (A) that all such subsid- 
iaries are operating in states contigu- 
ous to the state in which such holding 
company is itself operating and (B) 
that such holding company and such 
subsidiaries form one integrated, phys- 
ically interconnected operating sys- 
tem and (C) that such subsidiaries 
would probably cease to exist were it 
not for (I) the provisions of the laws 
of such contiguous states prohibiting 
the holding company itself from oper- 
ating in such states or (II) some oth- 
er equally cogent reason.” It is clear 


that such is neither the literal meaning 
of the language of clause (2) nor the 
meaning which would ordinarily be 
associated with its language. 


Moreover, it is clear to us that such 
an interpretation is at variance with 
the expressed policy of Congress con- 
tained in the language of that subsec- 
tion. It is significant that in three of 
the codrdinate subsections of § 3 (a), 
ie., (1), (3), and (5), Congress spe- 
cifically referred to the operations, ac- 
tivities, or place of incorporation of 
the subsidiaries of the holding com- 
pany seeking exemption. On the oth- 
er hand, in subsec. (2) of § 3 (a) 
there is not a single word referring 
to subsidiaries. 

That significant difference between 
those subsections emphasizes the fact 
that the language of subsec. (2)— 
which is the only pertinent subsection 
in this case—requires the Commission, 
in passing upon a requested exemption 





13 Tt is unnecessary to consider in this pro- 
ceeding whether the situation would be differ- 
ent if the applicant filed a legally effective in- 
strument under which the applicant and each 
of its operating utility subsidiaries assumed 
liability for all of the debts of the operating 


interconnected system, and subjected all parts 
of such system to suit and to state regulation 
everywhere within the field of operations. The 
applicant has not indicated any intention or 
willingness to assume such obligations. 
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under that subsection, to confine its at- 
tention solely to the operations and 
place of incorporation of the holding 
company itself. The exemption is to 
be granted under that subsection only 
if “such holding company is predomi- 
nantly a public utility company (i.e., 
an operating company) whose opera- 
tions as such (i.e., as an operating 
company) do not extend beyond the 
state in which it is organized and states 
contiguous thereto.” Nothing is said 
in that subsection about a holding com- 
pany having subsidiaries which are 
organized and operated in contiguous 
states. 

If, then, we do not import into sub- 
sec. (2) criteria or language contained 
in other coordinate subsections of the 
same section, and if we adhere, in- 
stead, to the literal meaning of subsec. 
(2) and give to its words their usual 
meaning, it is plain that under that 
subsection Congress intended us to ig- 
nore as irrelevant the place of opera- 
tion of the operating subsidiaries of 
the holding company, and that we 
should in the instant case consider sole- 
ly whether the operations of Union 
Electric Company of Missouri itself, 
as an operating company, are confined 
to the state of Missouri and contiguous 
states. 

In determining the intent of Con- 


gress in the use of the word “predoni. 
nantly,” we are required to construe 
the statute according to a fair inter. 
pretation of its terms. In the absence 
of some considerations apparent upon 
the face of the statute or embodied in 
legislative history, unusual meaning; 
of words must be avoided and ordi- 
nary definitions followed.™* It is true 
that, to avoid hardship or absurd con- 
sequences, which would defeat the ob- 
vious reasonable intention of the legis. 


lature, the language of a statute, in ap- F 


propriate circumstances, may be given 
an unusual construction. But there is 
no reason in this case for applying such 
a rule of statutory interpretation ; for, 
as above shown, it would make no sub- 
stantial practical difference in the re- 
sult of our order, if we adopted appli- 
cant’s unusual interpretation of clause 
(2). While the practical difference in 
the instant case would be virtually nil, 
such an interpretation should be avoid- 
ed, lest, in some future case, not now 
before us, it should serve as a prece- 
dent compelling results, not now fore- 
seeable, subversive of the congression- 
al intent. Judicial history warns us 
that, when not necessary, it is unwise 
to leave the path of conservative nor- 
mal interpretation and to go adven- 
turing into the unusual.” 


In addition, the courts, in passing 





14 Among judicial decisions illustrating the 
rule that the usual meaning of statutory lan- 
guage must be followed are United States v. 
Missouri P. R. Co. (1914) 213 Fed 169, 173; 
Northern P. R. Co. v. United States (1914) 
- Fed 162, 166, 168; Old Colony Trust Co. 

Commissioner of Internal Revenue (1937) 
301 US 379, 381, 81 L ed 1169, 57 S Ct 813. 
Thus in Old Colony R. Co. v. Commissioner 
of Internal Revenue (1932) 284 US 552, 560, 
76 L ed 484, 52 S Ct 211, the Supreme Court 
approved the statement made in Lynch v. 
Alworth-Stephens Co. (1925) 267 US 364, 
370, 69 L ed 660, 45 S Ct 274, to the effect 
that the plain and obvious meaning of a stat- 
ute is always to be preferred to “any curious, 
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narrow, hidden sense that nothing but the 
exigency of a hard case and the ingenuity and 
study of an acute and powerful intellect would 
discover.” 

Other cases illustrating the rule that the 
courts will not import, by interpretation, pro- 
visions into a statute, are Echols v. Commis- 
sioner of Internal Revenue (1932) 61 F(2d) 
191, 192; Wabash R. Co. v. United States 
(1910) 101 CCA 133, 178 Fed 5, 11; Caminetti 
v. United States, 242 US 470, 485, 489, 61 
L ed 442, 37 S Ct 192, LRA1917F, 502, Ann 
Cas 1917B, 1168; United States v. Golden- 
i (1897) 168 US 95, 102, 42 L ed 394, 

15 In ‘ field of government as well as in 
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upon suggested interpretations of stat- 
utes, involving the importation of lan- 
guage not there found, have frequently 
repudiated such interpretations on the 
ground that, if such had been the legis- 
lative intent, “it would have been very 
easy to say so.” 7° The “very-easy-to- 
say-so” rule has peculiar pertinence as 
applied to subsection (2). For else- 
where in this very statute, as for ex- 
ample in § 11 (b) (1), Congress ex- 
plicitly made the existence of an inte- 
| grated or physically interconnected 
operating system an important rele- 
vant fact, and an “Integrated public 
utility system” is expressly defined in 
§ 2 (a) (29). Plainly if Congress 


had intended to make physical inter- 
connection a relevant criterion under 
subsec. (2) of § 3 (a) it had at hand 
in § 2 (a) (29) the precise words of 
art to express that intention. It is sig- 


nificant, therefore, that no such defini- 
tion was used in § 3 (a) (2). 
Moreover, any construction of sub- 
sec. (2) of § 3 (a) broader than justi- 
fied by its words flies in the face of the 
fundamental policy of the Holding 
Company Act. That policy is the Fed- 
eral regulation of public utility holding 
companies in all cases where state reg- 
ulation cannot be completely effective. 
The need for such regulation is es- 
pecially set forth in clause (a) (5) of 


§ 1 and the various provisions of sub- 
sec. (b) of § 1; and subsec. (c) of 
§ 1 (15 USCA, § 79a (c)) expressly 
provides that “‘it is hereby declared to 
be the policy of this title, in accordance 
with which policy all the provisions of 
this title shall be interpreted, to meet 
the problems and eliminate the evils 
as enumerated in this section. e 
That policy of Federal regulation, in 
such cases, found in § 1 (a) (5), must 
therefore be applied, if possible, in in- 
terpreting subsec. (2) of § 3 (a). 
This is emphasized by the fact that 
that policy is distinctly embodied in 
the coordinate subsec. (1) of § 3 (a) 
which permits an exemption of a hold- 
ing company, if that company, and ev- 
ery subsidiary public utility company 
from which the holding company de- 
rives any material part of its income 
are predominantly intrastate in char- 
acter and carry on their business sub- 
stantially in a single state in which 
such holding company and every sub- 
sidiary public utility company are or- 
ganized. Applying that section, the 
Commission was required in Re Hous- 
ton Nat. Gas Co. (1938) 3 SEC —, 
Holding Company Act Release No. 
1184, to deny an application for ex- 
emption under § 3 (a) (1) where the 
holding company was incorporated in 
Delaware even though all of the utility 





the field of science, the so-called “law of par- 
simony” should govern: One should, ordi- 
narily, not use an elaborate method of accom- 
plishing a result when a simpler method is 
available. Thus modern science, instead of 
adapting by elaboration the Ptolemaic the- 
ory, adopted simpler methods of explaining 
the movements of the heavenly bodies. Cf. as 
to recent developments in physics, Budgman, 
The Logic of Modern Physics. And so here: 
the direct route to the conclusion in the in- 
stant case is preferable to the circuitous route 
urged by the applicant which would in effect 
arrive at substantially the same conclusion. 


23 


16 See, for example, Farrington v. Tennes- 
see (1878) 95 US 679, 689, 24 L ed 558; 
Union Nat. Bank v. Matthews (1879) 98 US 
621, 627, 25 L ed 188; Baltimore & P. R. Co. 
v. Grant (1879) 98 US 398, 403, 25 L ed 231; 
Vicksburg, S. & P. R. Co. v. Dennis (1886) 
116 US 665, 670, 29 L ed 770, 6 S Ct 625; 
United States v. Chase (1890) 135 US 255, 
259, 34 L ed 117, 10 S Ct 756; United States 
v. Koch (1889) 40 Fed 250, 252; Harrington 
v.. Herrick (1894) 12 CCA 231, 64 Fed 468, 
471; Central Real Estate Co. v. Commissioner 
of Internal Revenue (1931) 47 F(2d) 1036, 
1037. 
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subsidiaries were incorporated in Tex- 
as and operated in that state. 

[12] Accordingly, the conclusion is 
inescapable under the terms of the 
statute that Union Electric Company 
of Missouri is in a very substantial 
sense a holding company. Conse- 
quently, it cannot be considered as pre- 
dominantly a public utility company, 
and we are compelled to deny the ap- 
plication for exemption under § 3 (a) 
(2) of the Act. 

An order will be entered denying the 
application of Union Electric Com- 
pany of Missouri for exemption under 
§ 3 (a) (2) of the Act. 


By the Commission, Healy, Com- 
missioner, concurring in the result, 
Mathews, Commissioner, dissenting, 
and Henderson, Commissioner, not 
participating. 


MaTHEws, Commissioner, dissent- 
ing: The essential facts as to the 
Union Electric Company of Missouri 
and its subsidiaries, and as to the rela- 
tions between the parent and the sub- 
sidiaries, are set forth in the majority 
opinion. The majority concludes that 
Union Electric Company of Missouri 
is not predominantly a public utility 
company within the meaning of § 3 
(a) (2) of the Act. With this con- 
clusion I am unable to agree. I do 
not take the position that, merely be- 
cause Union Electric Company of Mis- 
souri, judged by quantitative measure- 
ments, is larger than its subsidiaries, it 
is necessarily predominantly a public 
utility company. If, for example, the 
subsidiaries were scattered and entire- 
ly separated physically and in their op- 
erations from the properties and oper- 
ations of the parent, it seems to me 
that it would be quite possible to hold 
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that the parent is not predominantly , 
public utility company. That, of 
course, is not the case here. All of the 
utility subsidiaries are, in fact, a part 
of one operating system. Some or all 
of them might and probably woul 
cease to exist as separate companies if 
it were not for the requirements of 
state law governing the right to hold 
franchises. 

The Union Electric Company of 
Missouri, in its holding company ca- 
pacity, is merely a convenient means of 
bringing together an integrated operat- 
ing system, and the holding company 
functions are incidental to those of 
operation. The fact that Mississippi 
River Power Company has securities 
outstanding with the public does not 
change the situation. The company 
is no less an operating part of the St. 
Louis system because of that situation. 


It is not necessary, in order to ac- 
complish the purposes of the Act, to 
extend the interpretation of § 3 (a) 
(2) beyond the meaning which would 
ordinarily be associated with its lan- 


guage. To hold that Union Electric 
Company of Missouri is predominant- 
ly a public utility company within the 
meaning of § 3 (a) (2) does not 
mean that the company will be freed 
from regulation if it would be detri- 
mental to the public interest or the in- 
terest of investors or consumers to 
free it from such regulation. The ma- 
jority opinion concludes that Union 
Electric Company of Missouri should 
be subject in certain respects to regu- 
lation as a holding company. To be 
of the opinion that the company is 
predominantly a public utility com- 
pany within § 3 (a) (2), need not 
lead one to question the ultimate con- 
clusion expressed in the majority opin- 





ion as 
the con 
compa! 
consid 
tric Co 
to regi 
seems 
even tl 
lic util 
the A 
situati 
domir 
withit 
shall 
or pr 
excep 
tion ¢ 
or th 
sume 
publi 
vesto 
ards 
seem 
purp 
appli 
furtl 
thos 
the 
wou 


RE UNION ELECTRIC CO. OF MISSOURI 


ion as to the necessity for subjecting 
the company to regulation as a holding 
company. To whatever extent it is 
considered necessary that Union Elec- 
tric Company of Missouri be subjected 
to regulation as a holding company, it 
seems to me it may be so subjected 
even though it is predominantly a pub- 
lic utility company. Section 3 (a) of 
the Act provides, with respect to this 
situation, that if the company is pre- 
dominantly a public utility company 
within § 3 (a) (2), the Commission 
shall exempt it “fiom any provision 
or provisions of this title, unless and 
except in so far as it finds the exemp- 
tion detrimental to the public interest 
or the interest of investors or con- 
sumers. .’ Tnasmuch as the 
public interest and the interest of in- 
vestors and consumers are the stand- 
ards by which we must be guided, it 
seems to me that we would have no 
purpose in attempting to subject the 
applicant to the provisions of the Act 
further than necessary to comply with 
those standards, and to the extent that 
the application of those standards 
would require that the company be 
subject to the provisions of the Act, 
§ 3 seems to me to provide the appro- 
priate method for bringing it within 
the provisions. 

One might raise the question as to 
what our position would be if the con- 
dition necessary to bring Union Elec- 
tric Company of Missouri within the 
controls established by the Act were a 
finding that it is predominantly a pub- 
lic utility company. In view of the 
facts set forth in the majority opin- 
ion relative to the company and its 
subsidiaries and to their relationships, 
it seems to me that only by a forced 


interpretation of the term could we 
hold that it is not predominantly a 
public utility company if being such 
utility were essential to making the 
company subject to any regulatory 
provision. 

That, of course, is not the condition 
here, and what finding might have to 
be reached if the law were different is 
not controlling, but all the purposes of 
the Act and I think all of the purposes 
which the majority seeks to accom- 
plish, can as well be accomplished by 
holding that the applicant is predomi- 
nantly a public utility company and 
subjecting it to the provisions of the 
Act in so far as the public interest or 
the interest of investors and consumers 
require; the available physical meas- 
urements of the situation clearly indi- 
cate that, in the entire system of Union 
Electric Company of Missouri, its 
functions as an operating company 
predominate, and the system as a 
whole is a single operating system in 
which the holding company relation- 
ships seem to me to be an incidental 
device to enable the maintenance of 
the operating conditions. 

It does not seem necessary to dis- 
cuss the extent to which the applica- 
tion of the majority opinion subjects 
the company to regulation under the 
Act. Whatever that extent should be, 
a finding under § 3 (a) (2) that the 
company is predominantly a public 
utility company as described in that 
section, and reference to the public 
interest and the interest of investors 
or consumers, would enable the Com- 
mission to subject the company to the 
requirements of the Act just as fully 
as it may be so subjected by traveling 
any other route. 





31 P.U.R.(N.S.) 





NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


NORTH DAKOTA BOARD OF RAILROAD COMMISSIONERS 


Re North Dakota Power & Light Company 


[Case No. 3473.] 
Depreciation, § 51 — Electric property. 


1. An annual allowance of 4 per cent was made for depreciation of electric 
property, p. 29. 


Depreciation, § 60 — Steam-heat property. 


2. An annual allowance of 3 per cent was made for depreciation of steam. 
heat property, p. 29. 


Depreciation, § 32 — Straight-line basis. 


3. Depreciation of utility property was required to be computed on the 
straight-line basis, p. 29. 


Valuation, § 332 — Going concern value — Separate allowance. 


4. No separate allowance should be made for going concern value where 
going concern value has been taken into consideration in determining the 
cost of reproduction, fair value, accrued depreciation, and rate base and 
where such items as efficient management, an integrated system, a steady 
growth of business, successful public relations, an economical operation, and 
training of personnel have been considered, p. 30. 


Valuation, § 300 — Materials and supplies. 


5. An electric utility can properly be allowed a return on its investment in 
materials and supplies necessary for the ordinary conduct of its business, 


p. 30. 


Valuation, § 307 — Cash working capital — Electric utility. 


6. An allowance of six average weeks’ expenses, less such items of taxes 
as need not be paid until the year following their accrual, as cash working 


capital of an electric utility is fair and equitable when the utility bills its 
customers on the “continuous” basis, p. 31. 


Valuation, § 30 — Factors considered — Historical cost — Reproduction cost. 


7. The Commission, in determining fair value of a utility, must consider all 
elements of value, giving due weight to both historical cost and cost of 
reproduction, p. 31. 

Expenses, § 4 — Duty of Commission — Price paid for materials. 


8. The Commission has the statutory duty of determining that a fair price 
is paid for all materials purchased by a utility, the cost of which would, 
in some way, affect the rates to be charged, p. 34 


Return, § 87 — Electricity. 


9. A return of 6 per cent was allowed on the rate base of a light and power 
company, p. 34. 


[August 8, 1939.] 
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RE NORTH DAKOTA POWER & LIGHT CO. 


Vv 


ALUATION upon Commission's own motion of the proper- 
ties of a light and power company for purpose of deter- 


mining reasonableness and justice of the rates and charges for 
service; revision of rate schedule ordered. 


By the Commission: The above- 
entitled matter came on for hearing 
before the Board, pursuant to notice 
mailed all interested parties, at 1:30 
o'clock, Central Standard Time, in 
the afternoon of July 25, 1938, in the 
senate chamber of the state capitol at 
Bismarck, North Dakota, at which 
time and place the following appear- 
ances were entered: 

Milton K. Higgins, Bismarck, As- 
sistant Attorney General, state of 
North Dakota, appearing for the 
Board of Railroad Commissioners; 
James H. Wiley, Chief Engineer, and 
Albert V. Hartl, Chief Accountant, 
Board of Railroad Commissioners, ap- 
pearing for said Board; Edward B. 
Cox and Gordon V. Cox, of O’Hare, 
Cox & Cox, Attorneys, Bismarck, ap- 
pearing for the North Dakota Power 
and Light Company; C. L. Sandstedt, 
Vice President and Treasurer, Huron, 
appearing in behalf of the North Da- 
kota Power and Light Company. 

These proceedings were instituted 
by the Commission on its own motion 
under the provisions of Chap. 253, 
Session Laws of 1935, for the pur- 
pose of ascertaining, determining, and 
prescribing just and reasonable rates 
for the furnishing of electric and 
steam-heat service at Bismarck, Dick- 
inson, Mandan, Beulah, Glen Ullin, 
Hazen, Hebron, New Salem, Mott, 
Almont, Belfield, Bentley, Burt, Car- 
son Center, Dodge, Dunn Center, EI- 
gin, Gladstone, Golden Valley, Halli- 
day, Heil, Judson, Killdeer, Leith, Mc- 
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Kenzie, New Leipzig, Regent, Rich- 
ardton, South Heart, Stanton, Ster- 
ling, Taylor, Werner, and Zap. 


Results of preliminary negotiations 
as provided by law failed to reach an 
agreement in accordance with the pro- 
visions of the above-mentioned stat- 
ute. Consequently, on the 2nd day of 
July, 1935, the North Dakota Board of 
Railroad Commissioners, by resolu- 
tion, ordered a reduction of 25 per 
cent in rates and charges for electric 
and steam-heat service as supplied to 
the towns enumerated above. At the 
same date, the engineering and ac- 
counting staffs of the Commission 
were instructed to commence an ap- 
praisal and audit of the North Dakota 
Power and Light Company for the 
purpose of determining the reasonable- 
ness of rates and charges for electric 
and steam-heat service. 


Subsequently, this resolution was 
modified by an agreement entered into 
between the North Dakota Board of 
Railroad Commissioners and_ the 
North Dakota Power and Light Com- 
pany, whereby the utility, among oth- 
er things, agreed to file new rate 
schedules containing substantial re- 
ductions for electric service. The 
agreement further provides as fol- 
lows: 


“cc 
. 


That pursuant to the . 


proposal made by the North Dakota 
Power and Light Company as set 
forth hereinbefore that beginning with 
the actual date an inventory, appraisal, 
and audit is started after January 1, 
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1936, the said North Dakota 
Power and Light Company may con- 
tinue to charge the rates hereinbefore 
set forth, provided (it) keep 
25 per cent of such collections separate 
and apart from all other funds, pend- 
ing the final determination of said rate 
or rates by the Board of Railroad 
Commissioners after a hearing on the 
valuation above mentioned; and that 

(it) shall remit to . (its) 
several patrons their proportionate 
share of said funds in case it is deter- 
mined by the Board of Railroad Com- 
missioners in a final order, in accord- 
ance with the statutes, that a further 
reduction in rates of the North Dakota 
Power and Light Company 


at any or all towns served shall 


Historical Cost 
As of Dec. 31, 1937. to June 1, 1938 
$3,635,800 
386,287 


Electric department 
Steam-heat department 


Totals 


Reproduction Cost 
As of Dec. 31, 1937 to June 1, 1938 
$3,853,595 
477,824 13,117 


$4,331,419 


Electric department 
Steam-heat department 


be established, and if such lower rates 
are established, such new rates shall 
be ordered to become effective as of 
the date of the commencement of the 
actual inventory, appraisal, and audit 
as above set forth. Ne 


The inventory, appraisal, and audit 
of the utility was started April 1, 1936, 
by the staff of the Commission as di- 
rected. After completion, the valua- 
tions were served upon the company. 


Valuation 


The chief engineer for the Commis- 
sion introduced in evidence an histori- 


31 P.U.R.(N.S.) 28 


$4,022,087 


RAILROAD COMMISSIONERS 


cal cost appraisal and a reproductiq, 
cost appraisal of the physical property 
of the North Dakota Power and Ligh 
Company devoted to public use, as oj 
December 31, 1937. (Exhibit No. 1) 
Exhibit No. 2, introduced by the sam: 
witness, taken from the company; 
records, sets out additions after De 
cember 31, 1937, bringing the apprais. 
al down to date of June 1, 1938. No 
appraisal was offered in evidence by 
the utility. The only evidence of valu. 
ation of any nature introduced by it 
was a statement of its book costs. 

For the sake of convenience, the 
summaries of Exhibits Nos. 1 and 2, 
taking into consideration the alloca. 
tions of Exhibit No. 6, are shown in 
tabular form: 


Net Additions Total 
Historical Cost 
$3,759,485 


399,404 


$4,158,889 
Total 
Reproduction 
Cost 
$3,977,280 
490,941 


$4,468,221 


$123,685 
13,117 


$136,802 


Net Additions 
$123,685 


$136,802 


Commissioners’ Exhibit No. 3 con- 
sists of reproduction cost less depre- 
ciation, as of December 31, 1937. Be- 
low is a tabulation showing the sum- 
mary, together with net additions to 
June 1, 1938. 


Electric Steam Heat Totals 
$3,853,595 $477,824 $4,331,419 
3,160,872 337,610 3,498,482 
123,685 13,117 


3,284,557 350,727 3,635,284 

The present condition of the prop- 
erty as a whole is derived from the 
above tabular statement, but in order 


Reproduction 
cost 

Depreciated 
value 

Net additions to 
June 1, 1938 

Net depreciat- 
ed value .. 
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to establish the per cent condition of 
the depreciable property, it is neces- 
sary to deduct real estate values. 


Per Cent Condition 


Total Depreciable 
Property Property 


Electric Dept. ........- 81.65 81.51 
Steam-heat Dept. 72.8 72.8 


Commission Exhibit No. 4 consists 
of accrued depreciation based on his- 
torical cost, as of December 31, 1937. 
The tabulation below shows the sum- 
mary together with the net additions 
to June 1, 1938. 


Electric Steam Heat Totals 


Historical 

cost $3,635,800 $386,287 $4,022,087 
Depreciated 

value 2,998,741 284,459 3,283,200 
Net additions to 

June 1,1938 123,685 13,117 136,802 
Net depreciat- 

ed value .. 3,122,426 297,576 3,420,002 

Section 4609c37 of the Compiled 
Laws of the state of North Dakota 
specifies certain items that must be 
found by the Commission before de- 
termining the fair value of the prop- 
erty under consideration. They are 
as follows: 

Subsection (a) Land $29,599 (Ex- 
hibit No. 1). 

Subsections 


(b) and (c) (See 
Transcript, Page 24, Line 7). 
Subsection (d) (Exhibit No. 3). 


Reproduction 
Reproduction Cost 
Cost Land Less Land 
. $3,853,595 $27,799 $3,825,796 
477,824 1,800 476,024 


Totals .... $4,331,419 $29,599 $4,301,820 
Subsections (a) and (f). 
Depreciated 
Reproduc- Reproduc- 
tion Cost Depre-_ tion Cost 


Less Land ciation Less Land 
Electric Dept. $3,825,796 $692,723 $3,133,073 


Steam-heat 
Dept. 476,024 140,214 335,810 
$4,301,820 $832,937 $3,468,883 


Electric Dept. . 
Steam-heat Dept. 








Section 4609c38 provides for net 
additions after date of appraisal. 
These values, as shown in Exhibit 
No. 2, were ascertained from the rec- 
ords of the company and are as fol- 


lows: 
Allocated 


$123,685 
13,117 


$136,802 


Electric Dept. ....... $136,124 
Steam-heat Dept. .... 678 





$136,802 


We point out the foregoing findings 
to show compliance with our statute 
on valuation. Subsection (g) will be 
dealt with under the title “Fair Value.” 


Depreciation 


[1-3] Commissioners’ Exhibit No. 
5 shows the annual accrual for retire- 
ment reserves by departments. From 
a study of this exhibit and other per- 
tinent material contained in the testi- 
mony and exhibits offered in this case, 
the Board finds that an annual depre- 
ciation expense allowance of 4 per cent 
for the electric property and 3 per cent 
for the steam-heat property will com- 
pensate the utility for all factors of 
depreciation existing in its property. 
This depreciation is to be computed on 
the straight-line basis. This total an- 
nual depreciation expense allowance 
will be computed on the historical cost 
basis of the depreciable property. The 
summary is as follows: 

Electric Steam-heat 
Historical cost less land $3,608,027 $384,487 

Net additions to June 1, 
123,685 13,117 

Total depreciable prop- 
erty 3,731,712 397,604 


Annual depreciation 
expense 149,268 12,800 


This procedure necessitates using a 
depreciated rate base, because straight- 
line depreciation with an undepreciated 
rate base would result in the utility 
earning a rate of return on an amount 
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additional to its investment equal to 
the amount of the depreciation reserve 
reinvested in the business. If the rate 
base were not depreciated, the depre- 
ciation expense would properly be fig- 
ured by the sinking-fund method, 
which amount would be less than that 
provided for by the former method. 


Going Concern Value 


[4] It is a contention of the utility 
here under consideration that a sepa- 
rate and distinct allowance for going 
concern value must be made. This 
amount they contend to be $450,000. 
As composing this amount, the utility 
lists the following items: development 
of isolated plants into a transmission 
system, rate reductions, personnel de- 
velopment, public relations, growth of 
business, location of main generating 
station, interconnection of systems, 
and ability to withstand natural gas 
competition. No breakdown was 
made to show the amount attributable 
to any of these items except for the 
statement that it would cost $50,000 
to train the personnel, if necessary 
that it be done at the present time. 


The Board is not impressed by the 
contention of the utility that going 
concern value must be recognized upon 
the ground of change from isolated 
plants to transmission systems. It ap- 
pears obvious that such was a natural 
and necessary trend of the industry 
and any failure or neglect to do so 
would brand the management of the 
utility as inefficient. 

It should be noted, however, that 
the cost of development, for the most 
part, has already been paid for by the 
customers of the North Dakota Pow- 
er and Light Company. 

This Commission, while recognizing 
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that there is a difference between , 
“bare bones” plant and one with busi. 
ness attached, is not disposed to make 
arbitrary separate allowances to com. 
pensate for such difference. We feed 
that such adjustment can be better, 
and in a more satisfactory manner, 
made of this element when computing 
fair value by consideration of the 
weight to be given cost of reproduc. 
tion. Further, consideration has 4l- 
ready been given this element of go. 
ing concern value in the determination 
of accrued depreciation, as shown in 
Exhibit No. 3. Obviously, if. this 
were not an operating interconnected 
utility system, many of its facilities 
would, through obsolescence and in- 
adequacy, be in a very low per cent 
condition. However, as testified by 
Commission Engineer Wiley, func- 
tional depreciation was one of the 
factors considered in determining ac- 
crued depreciation. Therefore, if a 
unit of property was able to fit in and 
perform as required in this system, its 
per cent condition was increased. 


The going concern value thus taken 
into consideration in determining the 
cost of reproduction, the fair value, the 
accrued depreciation, and the rate base 
includes such items as efficient man- 
agement, an integrated system, a 
steady growth of the business, success- 
ful public relations, an economical op- 
eration, training of personnel, etc. 

Allowance for going concern value 
will be made in the manner outlined 
above and no separate amount will be 


added. 


Materials and Supplies 


[5] In addition to the fair value of 
the property, it is proper that the utili- 
ty be allowed a return on the invest- 
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ment it has made in materials and sup- 
plies necessary for the ordinary con- 
duct of its business. Utility witness 
Sandstedt testified that a figure of 
$60,935 is necessary for materials and 
supplies. This figure includes mer- 
chandise for resale of approximately 
$20,000, as indicated by Page 4 of 
Exhibit No. 7. This is not a proper 
inclusion and must, therefore, be de- 
ducted from the company’s figure. 
The sum of $64,000 represents a fair 
average of inventories for the past six 
years. This sum again includes mer- 
chandise for resale, which must be de- 
ducted. This leaves $44,000, of which 
$40,000 is fairly allocated to the Elec- 
tric Department, upon a revenue basis, 
and $4,000 to the steam-heat depart- 
ment. The Board, therefore, from a 
study of these figures, is of the opin- 
ion and so finds that $40,000 will pro- 
vide the necessary materials and sup- 
plies for the electric and $4,000 for 
the steam-heat department. 


Cash Working Capital 


[6] Since the utility bills its cus- 
tomers on what is known as the “con- 
tinuous” basis, it will be necessary to 
allow as cash working capital only six 
average weeks’ expenses, less such 
items of taxes as need not be paid un- 
til the year following their accrual. 
This method of computation, which we 
consider fair and equitable, results in 
an allowance for cash working capital 
to the electric department of $50,000 
and to the steam-heat department of 


$9,000. 
Fair Value 


[7] The most important and exact- 
ing task in any rate case is the finding 


of fair value. All other findings of 


value are secondary or supplementary 
thereto. In determining fair value, 
all elements of value are to be consid- 
ered. No formula has yet been de- 
rived nor any method proved infal- 
lible. The element of judgment still 
prevails. It is a determination of 
what, under all the facts and circum- 
stances of the case, is a just and equi- 
table amount on which the return al- 
lowed the corporation is computed. 

On this question of valuation, the 
Commission has consistently followed 
the rule laid down in Smyth v. Ames 
(1898) 169 US 466, 42 L ed 819, 
18 S Ct 418, requiring that historical 
cost and cost of reproduction be con- 
sidered and given due weight; and in 
this decision we have weighed them 
together, giving to each such weight, 
as in our judgment, was necessary to 
arrive at a proper and fair conclusion, 
considering all other proper facts and 
circumstances, such as going concern 
value. 

We therefore find, based on the evi- 
dence contained in this record, that the 
fair value of the property of the North 
Dakota Power and Light Company is 
as follows: 


$3,875,000 
440,000 


Electric department 
Steam-heat department 


Rate Base 


One further element remains to be 
considered before final computation of 
the rate base will be made. The utility 
introduced testimony designed to show 
the capital expenditures necessary for 
the future conduct of its business. Of 
these, they asked only that the sum 
of $25,000 be included in the rate base 
as found by this Commission. A study 
of such expenditures in the past would 
indicate this amount as fair and rea- 
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sonable. The Board will add such 
amount to the rate base. 

The computation of the rate base is 
set out as follows: 


Electric Steam 
Fair value $3,875,000 $440,000 
Less: 
Accrued depreciation .. 637,059 101,828 


$3,237,941 $338,172 
Add: 


Materials and supplies 40,000 4,000 
Cash working capital .. 50,000 9,000 
Proposed additions ... 25,000 one 








Rate base $3,352,941 $351,172 


This rate base is as of the most re- 
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contain in summary form the operat. 
ing revenues divided between the ele. 
tric and steam-heat departments, and 
also the net operating income divided 
as between the two departments. Ex. 
hibits 8 and C, showing information 
to June 30, 1938, do not separate net 
operating revenue by departments, 
However, we have made an allocation 
showing such separation in the follow. 
ing paragraph: 

The following is a tabulation show. 
ing net operating revenues and net op- 
erating income for periods during 
this investigation : 


, 12 mos. ending 12mos.ending 12 mos. ending 
Electric June 30, 1938 Sept. 30, 1937 Sept. 30, 1936 


Operating revenues 
Net operating income 


Steam 
Operating revenues 
Net operating income 
cent date obtainable from the informa- 
tion contained in the record. Certain 
adjustments must, therefore, be made 
in order that the correct rate base for 
prior years might be determined. Es- 
pecially for the years 1936 and 1937, 
during which time this investigation 
was in progress. To arrive at the 
rate base as of December 31, 1937, ad- 
ditions to the electric property during 
1938, shown as $123,685, must be de- 
ducted from the electric rate base. To 
arrive at the correct figure for Decem- 
ber 31, 1936, additions during the year 
1937, shown on page 8 of Exhibit No. 
7 as approximately $250,000, must be 
deducted from the 1937 rate base. 


Revenues 


Commission Exhibits Nos. 7 and 8 
and Utility Exhibits B and C set out 
operating revenues for various periods 
of time prior to June 30, 1938. Pages 
2 and 3 of Commission Exhibit No. 7 
31 P.U.R.(N.S.) 32 


$856,163 $824,465 $788,881 
337,845 344,934 330,970 


101,204 103,443 108,580 
25,277 29,297 22,946 
A study of the past development of 
the company, as shown in the above 
exhibits, indicates that electric operat- 
ing revenues will increase and for the 
ensuing year will amount to $870,000. 
Future development of the steam-heat 
department cannot be regarded so op- 
timistically. It is the opinion of the 
Commission that, dependent on weath- 
er conditions, the net operating income 
for this department will not increase. 
Any study of increased revenues for 
the North Dakota Power and Light 
Company must include a study of agri- 
cultural economic conditions in North 
Dakota. During the entire period of 
this investigation, drouth conditions 
have existed throughout the area 
served by this company. With rev- 
enues having maintained the level 
which they have, it appears obvious 
that a substantial increase will occur 
in the income of the company when 
normal crop conditions return. 
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Interchange of Power 


Attention of the Commission was 
called to the rate of 34 mills, at which 
current is interchanged between the 
company and its affiliate, the Northern 
Power and Light Company. By testi- 
mony of witness Sandstedt, supple- 
mented by Exhibit N, the utility en- 
deavored to substantiate this figure on 
the grounds that all such energy was 
surplus energy and the interchange 
price more than covered the incre- 
mental cost of production. 

The Commission cannot entirely 
agree with this contention. First of 
all, the Commission finds no fault with 
the interconnection agreement, in so 
far as the physical operation of the 
property is concerned. We consider 
such integration of adjoining systems 
a wise and farsighted policy on the 
part of the management of the utilities 
concerned. It is obvious that the inter- 
connection produces operating econo- 
mies, and therefore should be en- 
couraged. Our criticism is directed 
only at the rate charged for the energy 
sold. 


The agreement for the interchange 
of this current is designated as an 
agreement for the sale of surplus en- 


ergy. However, no positive evidence 
was introduced or seemingly available 
which would definitely establish the 
time of movement. Considering the 
great amount of energy actually sold 
to the Northern Power and Light 
Company and the similarity of the 
territories served, the Commission 
cannot arrive at any other conclusion 
but that at least part of this energy is 
delivered at peak periods. 

Much testimony was introduced 
tending to show the additional expen- 
[3] 
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ditures, both from an operating and 
capital viewpoint, necessary if inter- 
connection were discontinued. We 
can see no pertinency in these argu- 
ments. The interchange exists as a 
physical fact. No disconnection has 
been suggested or contemplated. 
Therefore, no further discussion need 
be made of that issue. 

In further support of the rate, the 
utility shows that a great increase in 
generation has occurred at the Beulah 
plant over a period of years, with con- 
sequent decrease in production cost per 
unit. This increase was ascribed to 
the result of interconnection. How- 
ever, a study of Commission’s Exhibit 
No. 7 would indicate that all other 
sales and especially residential and 
commercial classifications were also in- 
fluential in increasing this total, and 
consequently should share in any bene- 
fits derived. 


Included in the rate base of the 
North Dakota Power and Light Com- 
pany are expensive transmission fa- 
cilities used only as a means of inter- 
connection. With the preponderance 
of movement seemingly from the 
North Dakota Power and Light to 
the Northern, it would appear reason- 
able that all charges of operation and 
also fixed charges on this investment 
be provided for in the rates charged. 
Also there should be taken into con- 
sideration the line loss which neces- 
sarily results from this interchange of 
energy. 

In the opinion of the Commission, 
the rate of 34 mills charged for cur- 
rent sold to the Northern Power and 
Light Company has not been compen- 
satory and has tended to operate as a 
subsidy to the Northern Power and 
Light Company and to the detriment 
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of the ratepayers of the North Dakota 
Power and Light Company. It should 
be noted that against the sale price of 
this energy approximately 15,000,000 
kilowatts being sold to the Northern 
Power and Light Company, the cost 
of generation at the Beulah plant for 
the year ending September 30, 1937, 
was .386 cent and for all plants .571 
cent including the Beulah plant which 
figures do not include cost of trans- 
mission or line loss. 

We feel that in the future an ad- 
justment should be made in this rate 
with resultant increases in net operat- 
ing income of the North Dakota Pow- 
er and Light Company. 


Expenses 


Exhibits 7, 8, B, and C show the 
operating expenses of both depart- 
ments for various periods of time. A 
study of past operations and a con- 


sideration of future developments 
would indicate that expenses will in- 
crease slightly during the coming 


year. This increase has been con- 
sistent for several years. It is the 
opinion of the Commission that for 
the ensuing year operating expenses 
will not exceed $505,000 for the elec- 
tric department and $80,000 for the 
steam-heat department. 

A tabulation of expenses by depart- 
ments for the past two years is shown 
below. 


Year ending Electric Steam 
September 30, 1937 $479,531.54 $74,146.65 


September 30, 1936 457,911.36 85,634.10 

[8] Under the laws of the state of 
North Dakota, this Commission is 
charged with the responsibility of de- 
termining that a fair price is paid for 
all materials purchased by a utility, the 
cost of which would, in some way, af- 
31 P.U.R.(N.S.) 


fect the rates to be charged. To thi 
end, the Commission inquired exhay;. 
tively at the hearing held in conne. 
tion with this case into the price paid 
for coal at the Beulah plant by th 
North Dakota Power and Light Con. 
pany. The coal is purchased from a 
affiliate, the Knife River Coal Mining 
Company. An additional charge oj 
30 cents is made at this plant by thi 
company, as compared to the bas 
price charged other plants in the sys. 
tem. This difference was attributed 
to fixed costs on special equipment nec. 
essary to supply the plant and addi 
tional mining and tipple operations 
caused by insufficient storage space, 
The Board is inclined to question the 
computations and assumptions neces- 
sary to support this additional charge, 
The argument summed up would ind- 
cate that a steady dependable custon- 
er is less advantageous than one of 
a seasonal or sporadic nature. We 
point to the relationship between the 
price of energy sold to the Northem 
Power and Light Company because of 
the economies of interconnection; yet, 
at the same time, such interconnection 
and consequent insufficiency of storage 
facilities for more than a 24-hour pe- 
riod at the Beulah plant results in 
claimed higher fuel costs. 


Rate of Return 


[9] From a study of the present 
money market, the yield on corporate 
bonds and stocks, the yield of goverr- 
ment bonds and interest rates in the 
utility field, it appears that a 6 per cent 
return is adequate, and we will, there- 
fore, allow approximately a 6 per cent 
return on the rate base shown herein; 
and, it follows that on the above basis, 
the total revenue requirement of each 
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of the departments of this utility to 
produce the above rate of return is as 
follows: 


Electric Steam heat 


..- $505,000 $80,000 
149,268 12,800 
201,176 21,070 


$855,444 $113,870 


Operating expenses . 
Depreciation 
Six per cent return .. 





Summary of Findings 


On the basis of such anticipated 
revenue requirement, we find that if 
the present rates are continued, the 
electric department may be expected 
to produce excess earnings and the 
steam-heat department may be expect- 
ed to have deficient earnings. These 
excess earnings in one department and 
deficient earnings in the other should 
be adjusted to a level that will be fair 


and reasonable to both the company 
and its customers. 

A study of the Exhibits G, H, and 7 
would indicate that this excess return 
was being earned through the present 
residential rates. These same studies 
further show that this excess revenue 
was obtained from rates charged for 
residential service within the Class 
“A” towns of the North Dakota Pow- 
er and Light Company, namely: Bis- 
marck, Dickinson, and Mandan. Con- 
sequently, the adjustment which we 
will make in the rates of this company 
for prior years will be made in the 
residential rates as now applied in 
those cities. For the future, to pre- 
serve the relationship which should 
exist, both residential and commercial 
rates will be adjusted. 








PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Charles Juba 


v. 


Scranton-Spring Brook Water Service 


Company 


[Complaint Docket No. 11582.] 


Service, § 210 — Extensions — Water. 


1. The extension of a water distribution system is in the public interest 
where the testimony establishes that the persons residing in the proposed 
extension area can presently secure water only under conditions which are 
physically inconvenient or potentially unsanitary, and that a fire hazard 
exists by reason of the distance of the territory from the nearest fire hy- 
drant, and where there has been no showing by the water company that the 
proposed extension will result in confiscation of its property, p. 38. 


Service, § 184 — Extensions — Prospective revenues. 


2. The mere fact that service to a part of a utility’s chartered area may 
not initially pay its own way is no basis for a refusal to serve, p. 38. 


[October 9, 1939.] 
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meme to require water company to extend its distribu- 
tion system; extension ordered. 


y 


By the Commission: This pro- 
ceeding was instituted by Charles 
Juba, a resident of the borough of 
Dunmore, Lackawanna county, to re- 
quire Scranton-Spring Brook Water 
Service Company, respondent, to ex- 
tend its water distribution system 
about 2,100 feet along East Drinker 
street in the said borough, to serve 
complainant and twenty-one other 
prospective consumers. 

Complainant avers, inter alia, that 
residents along East Drinker street, a 
public thoroughfare of the said bor- 
ough, from the intersection of Tigue 
street and East Drinker street, south- 
wards a distance of 2,100 feet to- 
wards the outskirts of the said bor- 
ough, are not presently served by re- 
spondent water company; that due to 
a lack of water service from respond- 
ent, said residents are compelled to se- 
cure water from unprotected and po- 
tentially dangerous wells and springs 
in this area, thereby creating unsani- 
tary and unhealthy conditions, and a 
very serious fire hazard; that respond- 
ent would meet with no difficulties in 
so extending its lines; and that the 
cost thereof would be moderate. 

In answer, respondent admits that 
residents along the proposed East 
Drinker street extension have no wa- 
ter service other than their own well 
supplies, springs, and water furnished 
to them without cost by respondent 
water company at a blow-off near the 
intersection of Tigue street and East 
Drinker street. Respondent denies 
knowledge of unsanitary and un- 
healthy conditions, and avers that no 
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serious fire hazard exists in this |o. 
cality ; that the number of prospective 
consumers desiring water service js 
only thirteen and not twenty-two, a; 
alleged by complainant ; that respond. 
ent would encounter unusual construc. 
tion conditions and expenses in ex. 
tending its distribution system and the 
cost thereof would be $7,114; that the 
estimated additional annual revenue 
would be approximately $154; and 
that the resultant “gross rate of re. 
turn” would be only 2.17 per centum 
of the cost of the extension facilities 
without any deductions for deprecia- 
tion, maintenance, or other operating 
expenses from the estimated reve- 
nues. In conclusion, respondent avers 
that inasmuch as it would receive a 
“gross return” of about 2.17 per cent- 
um, the company would be unjustified 
in making the extension. 


A hearing in this matter was duly 
held and briefs have been filed by re- 
spondent and complainant. 


The record shows (Respondent’s 
Exhibit D) that there are twenty prop- 
erties on both sides of East Drinker 
street (State Highway Route No. 
168, Lackawanna Trail) not present- 
ly receiving public water supply serv- 
ice in the area immediately adjacent to 
the requested distribution system ex- 
tension. Of these properties thirteen 
are desirous of water service at this 
time. 

Complainant and other interested 
parties along the requested extension 
now secure water for drinking and 
culinary purposes from two near-by 
unprotected springs and wells or from 
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the company’s blow-off at the intersec- 
tion of Tigue street and East Drinker 
street. The main source of supply is 
an open public well, known as Kitty’s 
spring, located to the south of East 
Drinker street at a distance of 800 to 
1,000 feet from the proposed exten- 
sion. This well is unavailable in sum- 
mer due to the muddiness and brack- 
ishness of the water, and in that sea- 
son water is obtained either from an- 
other open well, known as Carr’s well, 
or from the company’s blow-off, both 
located some 2,000 feet from the resi- 
dences proposed to be served. Water 
from these sources must, of course, 
be carried in pails or buckets to the res- 
idences. In some instances where 
properties have well supplies, the wa- 
ter is turbid and unsatisfactory for 
practically all purposes, save possibly 
the washing of clothes. With respect 
to fire protection, such service is lim- 
ited to an existing fire hydrant near 
the intersection of Tigue street and 
East Drinker street. 

Respondent estimates that the re- 
quested extension will require 1,800 
lineal feet of 6-inch cast iron cement- 
lined pipe, of which 1,400 lineal feet 
would require trenching in solid 
brownstone rock. The remainder, or 
400 lineal feet, would require trench- 
ing, half in earth and half in rock. 
With respect to the cost of the new 
extension, estimated at $7,114.50, re- 
spondent submitted proposals for the 
necessary excavation, backfilling, and 
pavement replacement, to three gen- 
eral contractors of Scranton, Penn- 
sylvania. The bids received by re- 
spondent for this portion of the con- 
struction varied from $4,092.75 to 
$6,203.70. Respondent therefore 
uses, in its cost estimate of the re- 


quested extension, the quotations of 
the lowest of the three bidders in so 
far as the cost of excavation, backfill- 
ing, and pavement replacement is con- 
cerned. The remaining construction 
cost of $3,021.75 represents the cost 
of pipe, hydrants, connections, and 
miscellaneous materials; and the la- 
bor costs for laying of the mains, con- 
nections, and the setting of the hy- 
drants. 

With respect to the revenues that 
would be derived from this extension, 
respondent estimates that there are 
thirteen prospective consumers, of 
which eleven have filed applications 
for service with respondent; and that 
the average annual revenue would be 
approximately $8.80 per consumer, 
predicated upon the experience of the 
company with respect to the annual 
revenues derived from similar consum- 
ers in the general location of the ex- 
tension, and upon a field investigation 
of the properties in question. The an- 
nual revenues from the domestic con- 
sumers along the extension are esti- 
mated at approximately $114. Fire 
protection revenues are estimated at 
$40 per annum or $20 per annum for 
each of the two fire hydrants included 
in the requested installation. It ap- 
pears that although the borough of 
Dunmore has not definitely committed 
itself to pay for this service, the coun- 
cil of the borough is in favor of the 
extension of adequate water facilities 
in this vicinity. The total annual rev- 
enue, therefore, according to respond- 
ent’s estimate, would approximate 
$154 which would be approximately 
2.17 per centum of the estimated con- 
struction cost, giving no consideration 
to deductions from the revenues for 
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depreciation, maintenance, and other 
operating expenses. 

[1] Upon full and careful consid- 
eration of the record in the instant 
case we are of opinion that the exten- 
sion sought by complainant is in the 
public interest and should be ordered. 


The testimony definitely establishes 
that the persons residing in the pro- 
posed extension area can presently se- 
cure water only under conditions 
which are physically inconvenient or 
potentially unsanitary, and that a fire 
hazard exists by reason of the distance 
of the territory from the nearest fire 
hydrant. Further, while the evidence 
indicates that the desired extension 
will not prove immediately profitable, 
there has been no showing by the com- 
pany that it will result in confiscation 
of its property. Respondent has in- 


troduced nothing of record to prove 


its total investments, revenues, and ex- 
penses, nor has it attempted to show 
by the relation which the desired ex- 
tension bears to its total business that 
a burdensome condition amounting to 
confiscation would result. 


[2] Respondent is chartered to 
serve the entire borough of Dunmore 
and is obligated to serve in any part 
of that borough where such service 
can reasonably be performed. The 
mere fact that service to a certain part 
of the borough may not initially pay 
its own way is no basis for a refusal 


to serve. In the case of Philadelphi, 
Rural Transit Co. v. Public Servic 
Commission (1931) 103 Pa Super 
Ct 256, 261, 158 Atl 589, the cour 
stated : 


“In proper cases an extension ma 
be ordered though the immediate r.. 
sult of the expansion may entail finan. 
cial loss to the company: Sherman y, 
Public Service Commission, 90 P, 
Super Ct 523, PUR1927D, 11. 4 
public service corporation may no 
‘pick and choose’ only presently profi. 
able territory covered by its franchise. 
If a portion of the territory served js 
not profitable, but the entire service 
produces a fair return on the inves 
ment, the utility may still be required 
to serve the unprofitable portion, if 
the rendering of such service does not 
result in an unreasonable burden on its 
other service.” 

In view of our finding that the pro- 
posed extension of facilities and serv- 
ice sought in the instant case is neces- 
sary for the accommodation and con- 
venience of the residents in the pro 
posed extension area, and in view of 
the absence of proof that this pro- 
posed extension would be unduly bur- 
densome to respondent, we are of opin- 
ion that it is reasonable to require re- 
spondent to make the necessary exter- 
sion of its facilities and furnish water 
service to the public along East Drink- 
er street in the borough of Dunmore. 
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Pennsylvania Public Utility Commission 


Vv 


Bell Telephone Company of 


Pennsylvania 


[Complaint Docket No. 12489.] 


Rates, § 584 — Telephone — Foreign exchange service — Mileage computation. 
1. Computation of foreign exchange mileage on a route-of-wire basis results 
in gross inequalities in rates, and the substitution of an air-line basis should 
be approved in order to remove discrimination and result in furnishing all 
subscribers identical services at identical rates, p. 42. 


§ 645 — Scope of proceeding — Foreign exchange telephone service — 
Boundary questions. 

2. Revision of boundary lines is not germane to the subject of rates in- 

volved in a proceeding relating to revision of tariffs for foreign exchange 

telephone service, but such problems should be treated separately in a pro- 

ceeding where boundary lines are the issue, p. 42. 


§ 584 — Telephone — Foreign exchange service. 


3. Tariff revisions were approved to eliminate or restrict certain types of 
foreign exchange telephone service and to increase monthly mileage charges, 
p. 42. 


§ 584 — Telephone — Extended scope service. 

4. An optional extended scope service offered by a telephone company to 
subscribers adjacent to certain cities was approved, under which the com- 
pany had a somewhat higher monthly basic charge and would enlarge the 
local calling area of exchange subscribers by including in the local calling 
area 5-cent toll points in the direction of such cities, also including a reduc- 
tion on all toll calls outside of the enlarged area in the direction of such 
Cities, p. 42. 


Discrimination, § 164 — Removal of inequalities — Service voluntarily imtiated — 
Foreign exchange telephone service. 
5. The Commission should level off inequalities on its own motion in a 
proceeding relating to foreign exchange telephone service, even though 
the company voluntarily initiated such service and fostered it for many years 
but now desires to restrict its growth, since other subscribers contribute to 
the cost of excess service given to any particular group, p. 42. 


Rates, § 533 — Telephones — Directory listing — Foreign exchange subscribers. 


6. Tariff revisions were approved to provide that when local and foreign 
exchanges of a subscriber are adjacent and the listings of each exchange 
are covered by separate alphabetical lists, a foreign exchange subscriber not 
having a local service listing but desiring a foreign exchange listing must 
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have such listing placed in the alphabetical lists of both local and foreign 
exchanges without extra charge for the additional listing, where presen, 
effective tariffs permitted a listing in the foreign exchange lists without th 
necessity of a local service listing, but permitting the latter listing at ,; 


monthly charge, p. 42. 


Service, § 445 — Telephones — Foreign exchange service — Definitions. 
Definition of foreign exchange telephone service, p. 41. 


[September 13, 1939.] 


I 


NVESTIGATION of proposed revision of tariffs relating to for- 
eign exchange telephone service; inquiry and investigation 


terminated. 


By the Commission: On Decem- 
ber 1, 1938, the Bell Telephone Com- 
pany of Pennsylvania issued tariffs, 
effective February 1, 1939, revising 
its rates and regulations applicable to 
foreign exchange service, the inclusion 
of an additional individual line mes- 
sage rate schedule for Philadelphia 
and Pittsburgh, and the extension of 
the local service areas on certain class- 
es of service in Philadelphia, Pitts- 
burgh, and in exchanges suburban 
thereto. On December 20, 1938, the 
Commission, upon its own motion, un- 
der provisions of the Public Utility 
Law, instituted an inquiry and inves- 
tigation for the purpose of determin- 
ing the fairness, reasonableness, and 
justness of the rates and charges con- 
tained in the tariff supplements. Pro- 
posed tariffs were suspended for a pe- 
riod of six months, to August 1, 1939, 
by Commission order of January 23, 


1939, 


Immediately prior to the Commis- 
sion’s action, suspending said tariffs, 
respondent filed revised tariffs cover- 
ing the inclusion of a 2-party residence 
message rate schedule for the Glen- 
shaw and Perrysville exchanges and 
miscellaneous revisions affecting local 
service and base rate areas of certain 
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exchanges. The operation of thes 
tariffs was suspended, by Commission 
action of February 21, 1939, to Av. 
gust 1, 1939. 

A further suspension order was is. 
sued on July 10, 1939, extending the 
period of suspension on all of the 
above-mentioned tariffs to September 
15, 1939. 

On July 15, 1939, respondent filed 
tariffs effective September 15, 1939, 
or thereafter, as indicated on the spe- 


cific tariff sheets, canceling certain of & 


the present effective tariffs, and all 
of the tariffs previously filed and sus- 
pended to August 1, 1939, by the Com- 
mission, under suspension orders dat- 
ed January 23, 1939, and February 21, 
1939. The latter filing is now before 
us for consideration and is the basis 
of this proceeding. 

The proposed tariffs, in addition to 
providing for foreign exchange serv- 
ice, also provide a new optional ex- 
tended area combined individual flat 
and message rate service for residence 


subscribers located in exchanges adja- 


cent to Philadelphia and Pittsburgh. 
This optional service includes, in the 
local service area of the subscribers, 
the present flat rate local service area 
and contiguous central office districts 
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in Philadelphia and Pittsburgh, respec- 
tively, with additional message unit 
charges at 4 cents per unit, applying to 
the balance of the Philadelphia and 
Pittsburgh Central Office districts and 
to contiguous 5-cent Pennsylvania 
suburban toll points. The monthly 
flat rates applicable in connection with 
this service are the present statewide 
schedule of rates for residence service, 
including two new schedules of rates 
as a result of the inauguration of 
larger local service areas than are now 
in existence. 

Base rate areas of certain exchanges 
suburban to Pittsburgh are also being 
extended under the proposed tariffs, 
resulting in reductions in monthly lo- 
cal service charges applicable to forty- 
four subscribers. 

The local service schedules for Phil- 
adelphia and Pittsburgh are identical 
to those contained in the tariffs filed 
to become effective February 1, 1939, 
and suspended by order of the Com- 


{f mission to September 15, 1939. This 


filing made available to Philadelphia 
and Pittsburgh subscribers an in- 
creased scope of service by furnishing 
an optional message rate service on an 
individual line basis at the present min- 
imum individual line base rates for 
business and residence message rate 
service. This new service is designed 
to meet the requirements of a large 
number of subscribers who placed toll 
calls to suburban exchanges in so far 
as the local service area for this serv- 
ice will include Philadelphia and Pitts- 
burgh subscribers, as at present, and, 
in addition, suburban central office 
districts to which the toll rate is at 
present 5 cents. The 5-cent toll 
charge, under the revised tariff, for 
this type of service, will be com- 


muted to 4-cent message unit charges 
since all additional message units 
beyond the minimum allotment will 
be 4 cents. In addition, the present 
local service areas of the two-party 
line business and residence message 
rate services for Philadelphia and 
Pittsburgh are enlarged to include 
therein the same scope of local service 
as covered above, for the new individ- 
ual line message unit service, and the 
present 5-cent toll charges to exchang- 
es in the extended local service area 
will become message unit charges. Pro- 
posed tariffs also contemplate the es- 
tablishment of a new Zone 8 in Pitts- 
burgh, which includes the Highland, 
Montrose, and Emerson central office 
districts formerly included in Zone 1. 
The creation of this new zone will re- 
sult in increases and decreases in toll 
rates. 


Hearings in this proceeding have 
been held in Philadelphia and Pitts- 
burgh, and a large number of foreign 
exchange subscribers, many represent- 
ed by counsel, strenuously objected to 
respondent’s proposed tariff revising 
its regulations and rates for foreign 


exchange subscribers. Briefs have 
been filed and oral argument has been 
had. 

Foreign exchange service is a gen- 
eral term applied to telephone service 
which, for one reason or another, is 
supplied from an exchange outside of 
the exchange area in which the sub- 
scriber is located. The total number 
of foreign exchange subscribers, as of 
December 31, 1938, served by respond- 
ent in the commonwealth of Pennsyl- 
vania, is 3,889, and of this number 
2,693 are located in the Philadelphia 
area, 589 in the Pittsburgh area, and 
607 scattered throughout the state. 
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[1-6] The present rates for for- 
eign exchange service, as provided by 
respondent’s tariffs on file with the 
Commission, are: 

1. Between contiguous exchanges: 

(a) Where facilities are available 
for a direct string connection to the 
foreign exchange, any grade of service 
available in the foreign exchange may 
be furnished at schedule rates plus 
monthly mileage of 50 cents for an in- 
dividual line, 30 cents for a two-party 
line, 20 cents for a four-party and 
multiparty line, per quarter mile, meas- 
ured from the point where the circuit 
crosses the base rate area boundary of 
the foreign exchange to the subscrib- 
er’s location by route of the circuit, 
with the exception that for multiparty 
line service the circuit is measured to 
the point of intersection with the ex- 
change boundary. There is a mini- 
mum for 4 mile. 

(b) Where facilities are not avail- 
able, for direct string connection, the 
service is restricted to private branch 
exchange trunk lines and individual 
lines, and the rate is the scheduled 
private branch exchange trunk line or 
individual line plus monthly mileage 
charges of $1 per quarter mile route 
measurement of the circuit via the cen- 
tral office from which he would nor- 
mally be served to the point where it 
crosses the base rate area of the for- 
eign exchange to the subscriber’s -lo- 
cation. 

2. Between 
changes : 

Connections on a foreign exchange 


noncontiguous ex- 


basis are restricted to private branch ~ 


exchange trunk lines and individual 
lines. The rate for the service is the 
scheduled individual line or private 
branch exchange trunk line rate plus 
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a mileage charge of $1 per quarter. 
mile route measurement on the circuit 
from the point where it crosses the bag 
rate area of the foreign exchange to 
the subscriber’s location. Foreign ex. 
change service is furnished between 
noncontiguous exchanges subject to 
the proviso that the subscriber is also 
subscriber for local exchange service, 

Respondent’s proposed rates for for- 
eign exchange service are: 

1. Service to contiguous exchange 
areas: 

When the exchange area in which 
the subscriber is located is in the same 
state and of the same company as the 
foreign exchange area and is adjacent 
to the foreign exchange area, foreign 
exchange service may be furnished 
from— 

(a) The Philadelphia and Pitts. 
burgh exchanges in connection with 
the branch exchange or individual line 
service quoted under schedule “2” of 
the tariffs for these exchanges. 

(b) All other exchanges in con- 
nection with the branch exchange, in- 
dividual or multiparty line service 
quoted in the foreign exchange area, 
subject to the condition that multi- 
party line service is furnished only 
when the subscriber is located beyond 
his local base rate area boundary and 
the subscriber may be served by a 
multiparty line serving other subscrib- 
ers nearby. 

The charge for the foreign exchange 
service is the schedule rate of the for- 
eign exchange, plus a monthly mile- 
age charge, as follows: 

Individual line or branch exchange 
trunk—for each 4 air-line mile or 
fraction measured between the sub- 
scriber’s premises and the nearest 
point on the foreign exchange base 
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rate area boundary, $1.12$; minimum 
charge $2.50. 

Multiparty line—for each 4 air-line 
mile or fraction measured between the 
subscriber’s premises and the nearest 
point on the foreign exchange area 
boundary, for each subscriber, 50 
cents; minimum charge, $1. 

2. Service to noncontiguous ex- 
change areas: 

When the exchange area in which 
the subscriber is located is not in the 
same state or of the same company as 
the foreign exchange area, or is not 
adjacent to the foreign exchange area, 
foreign exchange service may be fur- 
nished from the Philadelphia and 
Pittsburgh exchanges in connection 
with the branch exchange or individ- 
ual line service quoted under schedule 
“2” of the tariffs for these ex- 
changes, and from all other exchanges 
in connection with branch exchange 
or individual line service, subject to 
the condition that, during the period 
foreign exchange service is retained, 
the subscriber is also a subscriber for 
local exchange service. 

The rate for the foreign exchange 
service is the established individual 
line or branch exchange trunk line 
base rate of the foreign exchange, plus 
a monthly mileage charge of $1.12} 
per 4 mile or fraction thereof, direct 
air-line measurement, between the toll- 
rate centers of the local and foreign 
exchanges, with a minimum mileage 
charge of $2.50. In addition, ex- 
change line mileage charges apply be- 
tween the subscriber’s premises and 
his local base rate area boundary if the 
subscriber is located outside the local 
base rate area. In the Philadelphia 
and Pittsburgh exchanges, the meas- 
urement of foreign exchange mileage 


is taken from the toll rate center of 
the zone in which the subscriber or 
foreign central office is located, except 
that the toll rate center of Zone 1 is 
used when the direct air-line distance 
between the toll rate center of Zone 1 
and the toll rate center of the distant 
exchange is more than 40 miles. 

When a submarine channel is in- 
volved, the air-line measurement is 
made to the submarine cable landing 
and the charge for that portion of the 
channel within the cable is in accord- 
ance with § 12 of this tariff. 

Careful study of respondent’s ef- 
fective and proposed tariffs indicates 
that the major changes affecting for- 
eign exchange subscribers are: 

1. The elimination of flat rate for- 
eign exchange service in the Phila- 
delphia and Pittsburgh areas. For- 
eign exchange service in these areas, 
under the proposed tariffs, is restrict- 
ed to individual line message rate 
service. 

2. The elimination of party-line 
foreign exchange service, except multi- 
party line service, in all other ex- 
changes throughout respondent’s ter- 
ritory. Multiparty line service is avail- 
able only when the subscriber is locat- 
ed beyond his local base rate area 
boundary and may be served by a mul- 
tiparty line serving subscribers in close 
proximity. 

3. The respondent discontinues the 
present method of computing foreign 
exchange mileage charge on a route- 
of-wire basis. Proposed tariffs pro- 
vide that mileage shall be computed on 
an air-line basis. 

4. Monthly mileage charges are in- 
creased on individual lines and branch 
exchange trunks to $1.12} per quar- 
ter mile; minimum charge $2.50. On 
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multiparty lines the rate is increased 
to 50 cents per quarter mile; $1 mini- 
mum. 

5. Proposed tariffs provide that 
when the local and foreign exchanges 
of a subscriber are adjacent and the 
listings of each exchange are covered 
by separate alphabetical lists, a for- 
eign exchange subscriber who does not 
have a local service listing, but desires 
a foreign exchange listing, must have 
such listing placed in the alphabetical 
lists of both local and foreign ex- 
changes, and no extra charge is made 
for the additional listing. Present ef- 
fective tariffs permit a listing in the 
foreign exchange lists without the ne- 
cessity of a local service listing. The 
latter listing is presently available, 
however, at a monthly rate of 25 cents. 

At the hearings in Philadelphia 
and Pittsburgh, respondent’s witness 


frankly stated the proposed changes in 
regulations and rates, affecting for- 
eign exchange service, were promul- 
gated for the purpose of restricting 
the use of such service and possibly 


eliminating it entirely. He advanced 
the following major reasons as justi- 
fication for the proposed changes: 

1. Correct inequalities in rates. 

2. Prevent, as far as possible, un- 
necessary duplication of plant. 

3. Restrict growth of foreign ex- 
change service. 

4. Obtain a more satisfactory line 
fill with existing facilities. 

5. Increase scope of local service 
to subscribers in Philadelphia, Pitts- 
burgh, and adjacent exchanges. 


Correct inequalities in rates. 

Present method of mileage compu- 
tation obviously results in gross in- 
equalities in rates. The subscriber 
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fortunate enough to be served, on, 
direct string, to the foreign exchange 
receives the benefit of a very low rat 
as compared with his less fortunate 
neighbor to whom service may le 
available only on an indirect basis, 
Counsel representing Chestnut Hil 
Foreign Exchange subscribers, locat- 
ed in the Whitemarsh area, points out 
that of the total number of Philadel. 
phia and Pittsburgh foreign exchange 
subscribers (3,196), only 371 are 
served on an indirect string basis, 
While this is true, it does not alter the 
fact that next door neighbors are sub- 
ject to varying charges for identical 
service. 

To respondent’s proposal to place 
all foreign exchange mileage on an 
air-line basis, we definitely subscribe, 
This method of mileage measurement 
will remove discrimination and result 
in furnishing all subscribers identical 
services at identical rates. 


Unnecessary duplication of plant. 
Respondent’s witness testified that 
the existence of foreign exchange sub- 
scribers in a local exchange area dis- 
rupts normal telephone plant layout 
and results in duplication of facilities 
He stated the plant, in a given ex- 
change area, is laid out to supply serv- 
ice to subscribers in the area from the 
local exchange. Any extension of 
foreign exchange circuits from an ad- 
jacent area, into the local exchange 
area, duplicates plant already provid- 
ed. Respondent avers such duplica- 
tion is unnecessary and constitutes an 
uneconomical use of facilities. 


Restrict growth of foreign exchange 
service. 
Witness for respondent outlined 
briefly the development of foreign ex- 
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change service. No real purpose will 
be served by a complete review of his 
outline. In general, he testified that 
in meeting demands for such service, 
certain transmission difficulties were 
experienced and the growth of the 
service tended to divide communities. 
In this connection he stated it is nec- 
essary for a subscriber, having local 
exchange service in a community, to 
pay a toll charge to call a foreign ex- 
change subscriber who resides in the 
same local service area, and vice versa, 
or to subscribe to both foreign ex- 
change and local service. This situa- 
tion, respondent contends, is undesir- 
able and seriously affects community 
of interest. 

Counsel for residents of the White- 
marsh area, subscribers to Philadel- 
i phia foreign exchange service, in his 
brief, states that such subscribers fur- 


ther their community interest by the 
retention of foreign exchange service. 
Residents of the Whitemarsh ex- 
change area, adjacent to Philadelphia, 
testified as to their community of in- 
terest with Philadelphia. Their testi- 
mony indicated that shopping centers, 
hospitals, amusement centers, banking 
facilities, private schools, etc., are lo- 
cated in the city of Philadelphia. 

In this connection, respondent’s Ex- 
hibits Nos. 8 and 9 show that 4 ex- 
changes, of the 31 exchanges adja- 
cent to Philadelphia and Pittsburgh, 
have over 55 per cent foreign exchange 
subscribers, while in the remaining 27 
of these exchanges this class of sub- 
scriber totals but 1.5 per cent. Dis- 
tribution of subscribers by this type 
of service in these exchanges is as fol- 
lows: 


TABLE 1 


Distribution of Subscribers in Pennsylvania Exchanges Adjacent 
to Philadelphia by Type of Service 


(Approximately as of December 1, 1938) 


Number of Subscribers in 
Exchange Area with: 
Phila. 
Message Foreign 
Unit Exchange 
Service Service 
348 141 
14 4 
72 


Local 
Service 
4,821 

428 
4,175 
294 
655 
2,595 
1,582 
329 
2,316 
3,543 
5,729 
872 
1,645 
5,296 
3,031 
2,192 
203 
268 


39,974 


Exchange 

Area 
Ardmore 
Bethayres 
Boulevard 
Cheltenham 
Churchville 
Clearbrook* 
Conshohocken 
Cornwells 
Cynwyd 
Hilltop 
Madison 
Melrose 
Narberth* 
Ogontz 
Sharon Hill 
Sunset 
Tinicum 
White Marsh 


Total 


674 


2,635 


46,979 


_ % Subscribers in 
Exchange Area with: 
Phila. Toll Rate 
Message Foreign To Down- 
Local Unit Exchange town 
Service Service Service Phila. 
90.8 2.6 
96.0 4 
81.7 


Total 
5,310 
446 
5,113 
796 
687 
2,853 
1,665 
375 
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* Nonadjacent exchanges in which message unit service is offered. 
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TABLE 2 


Distribution of Subscribers in Exchanges Adjacent to 
Pittsburgh by Type of Service 


(Approximately as of December 1, 1938) 


Number of Subscribers in 
Exchange Area with: 
Pittsburgh 
Message Foreign 
Local Unit Exchange 
Service Service Service 
Bridgeville 6 8 
Carnegie 61 37 
Colonial 8 150 8 
Coraopolis 5 20 
Glenshaw 171 130 
McKeesport <3 37 
Oakmont 2 50 94 
Olympia 31 6 47 
Perrysville 798 169 106 
Sewickley 2,159 14 3 
Sycamore 310 73 9 
Unity 376 6 3 
Valley 3,360 47 67 


Total 


Exchange 


25,939 758 569 

It will be seen from the above tabu- 
lations that a majority of subscribers 
in Cheltenham, Melrose, White Marsh, 
and Olympia exchanges are subscrib- 
ers to foreign exchange service. Un- 
questionably, this condition indicates 
that said subscribers have definite so- 
cial and business interests in Philadel- 
phia and Pittsburgh respectively. The 
solution of the problem proposed by 
the White Marsh interveners, as well 
as interveners of other suburban com- 
munities, is revision of the exchange 
boundary lines. Revision of boundary 
lines is not germane to the subject of 
rates, which is the subject before us, 
and this was recognized in the early 
stages of this proceeding when ques- 
tions having to do with boundary re- 
visions were ruled out as not properly 
a part of this proceeding. It may well 
be that the existing boundaries are 
inequitable in some respects and de- 
serve the further attention of respond- 
ent and the Commission. But, if that 
is the case, certainly the problem so 
raised cannot be disposed of here but 


% Subscribers in 
Exchange Area with: 
Pittsburgh Toll Rate 
Message Foreign To Down- 
Local Unit Exchange town 
Total Service Service Service Pittsburgh 
954 ; 0.8 
2521 
1,042 


un 


wn 
=. Sa. SOS. 
COMWeOCOHhBNHOCOCO 


27,266 i 2.1 


will have to be treated separately in a 
proceeding where boundary lines are 
the issue. 

It may be mentioned briefly and re- 
ferred to in detail later herein that that 
part of the proposed tariffs having to 
do with the extended scope service 
will, in some measure, dispose of cer- 
tain boundary line cases. While it is 
recognized that the disposition of some 
boundary line cases may not be going 
far enough to meet this problem, nev- 
ertheless, in all fairness, it must be 
recognized as a step in the right direc- 
tion. 


Obtain a more satisfactory line fill with 

existing facilities. 

Respondent’s witness testified that 
a satisfactory line fill on party lines 
could not be obtained on foreign ex- 
change circuits. The principal reason 
advanced is that foreign exchange 
service, in most sections of the state, 
is not a common form of telephone 
service and that a person subscribing 
to four-party line foreign exchange 
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service might conceivably receive in- 
dividual line service at the four-party 
line rate, as no other subscribers in the 
immediate vicinity desire this type of 
service. The witness stated that the 
average subscriber is a subscriber to 
local exchange service which permits 
economic and proper assignment of 
such subscribers to party lines already 
in use and on which vacancies on the 
line exist. There is testimony to show 
that the company has had very little 
difficulty, if any at all, in procuring 
satisfactory line fills in exchanges 
where foreign exchange subscribers 
are concentrated. 


Increase scope of local service to sub- 
scribers in Philadelphia, Pittsburgh 
and adjacent exchanges. 

The most important feature of the 
new tariff filed on July 15, 1939, is the 
optional extended scope service of- 


fered to all of the subscribers adjacent 
to Philadelphia and Pittsburgh, by 
which the company, at a somewhat 
higher monthly basic charge, enlarges 
the local calling area of all of those 
subscribers, by including in the local 
calling area 5-cent toll points in the 
direction of Philadelphia and Pitts- 
burgh, as the case may be. The tariff 
also offers to such subscribers in those 
suburbs, who are desirous of taking 
the extended scope service, a 20 per 
cent reduction on all toll calls outside 
of the enlarged area in the direction 
of Philadelphia or Pittsburgh; that is 
to say, a 5-cent call will be figured at 
4 cents under this new plan, and a 10- 
cent call at 8 cents, and so forth. In 
addition thereto, all other adjacent 5- 
cent toll points will be figured at 4 
cents ; that is, toll points not in the di- 
rection of Philadelphia or Pittsburgh, 
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as the case may be. For the present, 
respondent makes the extended scope 
service available only to individual 
line subscribers, and says that, after 
some experimentation, this service 
may be made available to party-line 
subscribers. 

The extended scope service will 
somewhat increase, in most cases, the 
basic monthly charge due to the fact 
that the basic monthly charges are fig- 
ured on the number of telephones 
available in the local calling area, and 
it necessarily follows that when the 
local calling area is enlarged, the cost 
of the local service rises accordingly. 
But this service will undoubtedly be 
attractive to many subscribers who live 
in the suburbs of Pittsburgh and 
Philadelphia, who make frequent calls 
to points across the border, such points 
now being 5-cent toll calls. 

That this service will be deemed de- 
sirable by many subscribers is appar- 
ent from the large number of com- 
plaints that have been filed relating to 
so-called boundary line disputes. 

The proposed tariff likewise offers 
to subscribers in Philadelphia and 
Pittsburgh an extended scope service 
by providing an optional message rate 
service, on an individual line basis, at 
the present minimum individual line 
base rates for business and residence 
message rate service. 

Respondent testified that a large 
number of subscribers in Philadelphia 
and Pittsburgh do not use, in any giv- 
en month, the total number of mes- 
sages allotted to them under the pres- 
ent effective tariff. However, these 
subscribers are presently called upon 
to pay a toll charge for all calls to sub- 
urban areas. The new service is de- 
signed to meet this situation, and the 
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subscriber, in addition to being per- 
mitted to call all Philadelphia and 
Pittsburgh subscribers, up to his pres- 
ent allotment, can call suburban cen- 
tral office districts to which the toll 
rate is at present 5 cents, without the 
payment of toll charges as long as his 
minimum message allotment is not ex- 
ceeded. Additional local and 5-cent 
toll messages beyond the minimum al- 
lotment will be at the rate of 4 cents. 

The scope of service to two-party 
line business and residence message 
rate subscribers in Philadelphia and 
Pittsburgh is also enlarged to include 
the same scope of local service as that 
provided individual line message rate 
service subscribers, and the present 5- 
cent toll charges are to be included as 
a part of the initial message allotment. 
Calls within the local service areas ex- 
ceeding the monthy allotment will be 
5 cents. 

Predicated upon all the foregoing 
it appears that: 

This is a determination of the equity 
of a tariff adjustment and not a rate 
case. At the present time an investi- 
gation of the level of all telephone 
rates of respondent is being conducted 
by this Commission in another pro- 
ceeding. 

The question of revising boundary 
lines necessarily has been eliminated 
from consideration here. It is a known 
fact that so-called boundary line dis- 
putes always have been, and probably 
always will be, present in the regula- 
tion of telephone tariffs. The solu- 
tion of such disputes depends upon the 
facts in each individual case. 


It is idle to say that the company 
voluntarily initiated foreign exchange 
service as now constituted, fostered it 
31 PU.R.(N.S.) 48 


for many years, and now desires to re. 
strict its growth. The fact remains 
that irrespective of how the service 
came into being, it is the duty of the 
Commission to level off any inequali- 
ties even on its own motion because. 
as it has been previously shown, other 
subscribers contribute to the cost of 
excess service given to any particular 
group. There is certainly no serious 
contention, on the part of anyone in 
this case, that the present set-up and 
differentials on foreign exchange 
mileage charges are fair or equitable 
or built upon a sound foundation. The 
relationship between the cost of ren- 
dering a particular type of telephone 
service and the charge therefor is not 
necessarily controlling but is evidenced 
by the fact that Commissions and reg- 
ulatory bodies generally recognize that 
it is to the general public interest that 
certain types of telephone service, and 
the growth of certain types of tele- 
phone service, be encouraged by mak- 
ing such service available at a cost 
lower than the actual cost of render- 
ing such service, as in the case of serv- 
ice enjoyed by rural subscribers. 

It is clear that the company does 
not intend to increase its revenues by 
the suggested tariff revisions as a 
whole. While it is true that numer- 
ous or even a large part of the for- 
eign exchange subscribers will suffer 
increases in their telephone charges, it 
is equally true that the revenue result- 
ing from these increases and a great 
deal more will be used by the company 


in order to give a more liberal and 


broader type of service to suburban 
subscribers generally, and to a great 
many subscribers in Philadelphia and 
Pittsburgh. The effect of all the 
changes will be to decrease the annual 
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revenues of the company, as closely as 
the company can estimate, by the sum 
of $78,000. While the Commission 
is sympathetic to the position of the 
interveners that the suggested foreign 
exchange tariff revisions will result in 
numerous increases, the Commission 
must also be mindful of the fact that 
many times the number of subscribers 
involved in the foreign exchange revi- 
sions will receive the benefits of the 
more liberalized service under the ex- 
tended scope plan and other features 
made available in the tariffs proposed 
as a whole, and the extension of this 
more liberalized service cannot be fur- 
ther barred because of the perhaps un- 
derstandable desire to continue the 
preferences heretofore available to the 
relatively small group of foreign ex- 
change subscribers. 

While the proposed modification of 
foreign exchange rates and the initia- 
tion of optional extended scope service 
will result in increasing, as well as de- 
creasing, the charges for service to 
this class of subscriber, the net result 
is a reduction in annual revenue of 
approximately $78,000. It is our con- 
clusion that the rates and regulations 
proposed by respondent should be per- 
mitted to become effective on the date 
specified in the tariffs now on file with 
us, namely, September 15, 1939. To 
accomplish this, no direct action or or- 
der by us is necessary. However, 
since the proposed extended scope 
service may meet the requirements of 
a number of present foreign exchange 
subscribers and in order to allow a 
period of time for these subscribers to 


study their telephone requirements 
and determine which type service best 
meets their needs, we shall require re- 
spondent to continue in effect to De- 
cember 31, 1939, the present foreign 
exchange regulations and rates to be 
available only to subscribers presently 
served under these regulations and 
rates. During the period intervening 
between September 15, 1939, and De- 
cember 31, 1939, the present foreign 
exchange subscribers will have the op- 
portunity of studying and determin- 
ing the use they make of telephone 
service and of determining whether 
the optional extended scope service will 
meet their needs or whether they de- 
sire to continue as foreign exchange 
subscribers. In any event, whatever 
choice of service is made by the pres- 
ent foreign exchange subscribers, the 
present regulations and rates for this 
class of service shall terminate on De- 
cember 31, 1939, by which time these 
subscribers shall have transferred to 
any other desired type of service or to 
the new foreign exchange regulations 
and rates; Therefore, 

Now, to wit, September 13, 1939, 
it is ordered as follows: 

1. That respondent, the Bell Tele- 
phone Company of Pennsylvania, con- 
tinue in effect to December 31, 1939, 
the presently effective foreign ex- 
change tariffs with the modification 
that these tariffs be available only to 
existing foreign exchange subscribers 
and that on December 31, 1939, these 
tariffs shall be canceled. 

2. That this inquiry and investiga- 
tion be and is hereby terminated. 
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PENNSYLVANIA SUPERIOR COURT 


Borough of Ambridge 


v. 


Pennsylvania Public Utility Commission 


(— Pa Super Ct —, 8 A (2d) 429.) 


Rates, § 206.2 — Unit for rate making — Municipal plant — Service in suburban 
areas. 

1. A municipality operating a water system may not be required by the 
Commission to treat the customers outside the borough as if the whole plant 
were that of a private water company and make no segregation of consum- 
ers outside the borough for rate-making purposes, where the Commission 
has jurisdiction over service beyond municipal limits but has no power of 
supervision or regulation over rates charged for water supplied within 
municipal limits, p. 51. 


Municipal plants, § 13 — Jurisdiction of Commission — Rates. 


2. The Commission has no jurisdiction to regulate and control the rates 
for service furnished by a municipal water utility within municipal limits, 
but it has only the right to regulate and control the rates for service fur- 
nished beyond the corporate limits, p. 51. 


Discrimination, § 127 — Municipal plants — Outside customers. 


3. A municipality operating a water plant may discriminate between its 
consumers within its limits and those without, p. 54. 


Return, § 18 — Right to earn or forego — Municipal plant. 
4. A municipality operating a water plant is entitled to charge rates that 
will return a fair profit based on the present fair value of all its property 
used and useful in the public service, or it may forego such profit as re- 
spects its consumers within its limits and demand it of its consumers out- 
side its limits, p. 54. 

Return, § 78.1 — Reasonableness as a whole — Segregation — Municipal plant 

service — Outside customers. 

5. Rates to be charged consumers outside a municipality for water supplied 
by a municipal plant must cover a fair return on the property devoted to 
the public service outside city limits plus a fair proportion of the value, 
cost, and expense of the plant within the city; and no part of the burden 
of furnishing water to consumers outside the city can properly be placed 
on its citizens and consumers within city limits, p. 54. 


Depreciation, § 64 — Municipal water utility — Sinking-fund basis — Interest 
rates. 
Statement by Pennsylvania superior court that a depreciation charge based 
on the 4 per cent sinking-fund method is too small in the case of a small 
borough operating a water plant, since a single small borough does not 
have the opportunity to invest small sums at 4 per cent interest compounded, 
but that a 2 per cent rate would be nearer reality, p. 55. 


[September 27, 1939.] 
31 P.U.R.(N.S.) 50 
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fF, som by borough from Commission order fixing municipal 
plant rates for water service outside of borough; reversed 


and complaint by customer dismissed. 


For Commission de- 


cision, see 27 PUR(NS) 305. 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Parker, Rhodes, and Hirt, JJ. 

APPEARANCES: Earl J. Schermer- 
horn and Smith & Schermerhorn, all 
of Ambridge, for appellant; Frederic 
P. Glick, Head Legal Assistant, and 
Harry M. Showalter, Counsel, of 
Lewisburg, for appellee; James B. 
Ceris, of Ambridge, for intervener. 


KELLER, P. J.: 

[1,2] The vital question involved 
in this appeal is whether a borough 
which supplies water to its inhabitants 
from its own water plant, and in con- 
nection therewith furnishes water to 
consumers outside the borough, resid- 
ing or doing business in a township 
abutting thereon, (1) may establish a 
rate schedule for the consumers in the 
township different from that used in 
the borough, based upon the specific 
} investment in the township and the 
allocation of a proper proportion of 
general plant investment, in arriving 
at the rate base, and a similar division 
and allocation of operating, mainte- 
nance, and depreciation charges; or 
(2) may be required by the Public 
Utility Commission to treat the cus- 
tomers outside the borough as if the 
whole plant, were that of a private wa- 


ter company, and make no segregation 
of consumers outside the borough for 
rate-making purposes. The appellant 
borough takes the first position; the 
Commission and the intervening ap- 
pellees—the complainants against the 
rate schedule filed by the borough— 
take the second. We all agree that 
the borough’s contention is correct. 


The Public Service Company Act of 
1913, P. L. 1374, 1375, 66 PS § 1 et 
seq., gave the Public Service Commis- 
sion no power of supervision or regu- 
lation over the rates charged by a mu- 
nicipal corporation which furnished 
water or other public service to its in- 
habitants or to customers residing out- 
side its limits. But the Public Utility 
Law of May 28, 1937, P. L. 1053, in 
§ 301, 66 PS § 1141, provides: “That 
any public utility service being fur- 
nished or rendered by a municipal cor- 
poration beyond its corporate limits, 
shall be subject to regulation and con- 
trol by the Commission as to rates, 
with the same force, and in like man- 
ner, as if such service [that is, the serv- 
ice beyond its corporate limits] were 
rendered by a public utility.” ? 

It was on this section of the act that 
the Commission based its contention 
that it could require the borough to file 





1This was amended by Act of March 21, 
1939, No. 11, 66 PS § 1141, so as to provide: 
“That only public utility service being fur- 
nished or rendered by a municipal corporation, 
or by the operating agencies of any municipal 
corporation, beyond its corporate limits shall 
be subject to regulation and control by the 
Commission as to rates, with the same force, 
and in like manner, as if such service were 
rendered by a public utility.” In view of the 


want of such power in the Commission under 
the old Public Service Company Law, we do 
not view this amendment as a change in the 
law, but merely as making clearer the inten- 
tion of the legislature as to the limitation of 
authority granted the Commission with re- 
spect to the regulation, etc., of the rates for 
public service furnished by municipal corpora- 
tions beyond their limits by § 301 aforesaid. 
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a schedule of rates for customers out- 
side the borough which made no segre- 
gation or allocation of investment, 
operating and maintenance expenses, 
etc., between customers inside and out- 
side the borough, but treated the whole 
as one operating private utility in ar- 
riving at the rates to be charged out- 
side customers. But this overlooks the 
fact that the provision giving the Com- 
mission ay authority to regulate and 
control the rates for public service 
furnished or rendered by a borough re- 
stricts it to “any public utility service 
being furnished or rendered , 
beyond its corporate limits.” The con- 
tention of the Commission, if sus- 
tained, would have the effect of arro- 
gating to it the authority to determine 
the fair and reasonable rates for public 
service within the borough’s corporate 
limits, even though it had no power to 
enforce them. In our opinion the stat- 
ute gives it neither, but only the right 
to regulate and control the rates for 
public service furnished beyond the 
borough’s corporate limits, in accord- 
ance with the principles laid down for 
public utilities,? that is, the rates must 
be fair and reasonable, and based on 
the fair value of the property used and 
useful in the public service furnished 
outside the borough limits, with a just 
and reasonable allocation of a fair 
proportion of the general plant invest- 
ment within the borough, which is nec- 
essary for rendering the service with- 
out its limits, and also a fair allocation 
of the operating, maintenance, and de- 
preciation charges. 





2 Tt cannot give undue or unreasonable pref- 
erence to, or make unfair discrimination 
among, customers outside its limits, any more 
than a private corporation similarly situated: 
Reigle v. Smith (1926) 287 Pa 30, 35, 134 
Atl 380; Barnes Laundry Co. v. Pittsburgh, 
266 Pa 24, 41, PUR1920D 569, 109 Atl 535. 
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In the present case the Commissioy 
had no fault to find with the borough’; 
allocation of the proportion of general 
plant investment, charges, and expens. 
es, etc. within the borough proper 
chargeable to the service furnishej 
customers outside the borough. It re 
jected entirely the contention of the 
complainants, in this respect, saying: 
“We consider that the position of the 
township is arbitrary and wholly un. 
tenable. It absolutely ignores actual 
use of facilities and allocates on an 
arbitrary basis. If allocation were to 


be made, we would be inclined to ac. 
cept the basis submitted by respondent, 
Such basis recognizes actual use of 
facilities and what appears to us to 
be a reasonable proportion of facilities 


(27 PUR(NS) at p 


jointly used.” 


309. ) 
It sustained the complaint solely be- 


cause it was of opinion that “the pro- § 


visions of § 301 of Art. III of the 
Public Utility Law indicate that the 
proper rates for service in Harmony 
township should be determined by con- 
sidering the water works and service 
as a whole, rather than only those parts 
of the plant and the service which are 
in or may be allocated to Harmony 
township. This method of approach 
will be employed in determining the 
justice and reasonableness of the pro- 
posed rates. However, only the rates 
applicable to service in Harmony town- 
ship are under the jurisdiction of the 
Commission.” (27 PUR(NS) at p. 
310.) 


Counsel for the Commission frank- 
ly admitted in their argument that if 
the Commission was in error and 
§ 301 permitted or required such seg- 
regation, then the proposed tariff filed 
by the borough with respect to the rates 
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for customers outside the borough was 
entirely proper, fair, and reasonable. 

We think the case is ruled in favor 
of the borough by a proper application 
to the facts here present of the prin- 
ciples so clearly set forth by Mr. Jus- 
tice Kephart, now the chief justice. In 
the case of Shirk v. Lancaster (1933) 
313 Pa 158, 169 Atl 557, 90 ALR 
688. 

The Shirk Case was concerned with 
a bili in equity filed in the court of 
common pleas by a citizen and taxpay- 
er of the city of Lancaster, a third class 
city, to enjoin the imposition and col- 
lection of water rates established by a 
city ordinance with respect to water 
furnished residents of the city by the 
municipal water plant. The city wa- 
ter supply was obtained from the Con- 
estoga river, outside the city limits, and 
pumped to reservoirs and stand pipes 
within the city, from which it was dis- 
tributed by gravity throughout the city 
and also to consumers outside the city, 
in Lancaster and Manheim townships. 
The ordinance fixed a schedule of rates 
for consumers within the city, and a 
different and considerably higher rate 
for consumers outside the city. The 
opinion of the present chief justice 
laid down, inter alia, the following 
principles : 

(1) A municipally owned water 
plant, in the matter of rates and their 
regulation, is controlled by the courts 
under the Act of June 16, 1836, P. L. 
785, 790, § 13, 17 PS §§ 281, 282, 
and not by the Public Service Commis- 
sion or Public Utility Commission. 
313 Pa at p. 166, 169 Atl 557, 90 
ALR 688. 


(2) But in supplying water to cor- 
porations and individuals outside the 
city, the applicable rates [charged by 


third-class cities] are subject to the 
jurisdiction of the Public Utility Com- 
mission,® though prescribed by ordi- 
nance; and the law requires the fair 
value standard to sustain such charges. 
313 Pa at pp. 169, 170, 169 Atl 557, 
90 ALR 688. 


(3) A municipal water plant cannot 
be prohibited by either the legislature 
or the courts from making a fair re- 
turn by way of profit on the furnishing 
of its water. 313 Pa at p. 167, 169 
Atl 557, 90 ALR 688. 

(4) The determination of the fair 
value of a municipal water system, 
whether by the courts as respects serv- 
ice within the city, or by the Commis- 
sion as respects service outside its lim- 
its, must be made in the same manner 
as that of privately owned utility cor- 
porations. 313 Pa at p. 170, 169 Atl 
557, 90 ALR 688. 


(5) In fixing the fair value of the 
plant for the purpose of determining 
the just and reasonable rates charge- 
able by the city for water furnished 
within its limits, the value of the plant 
allocated to service outside the city 
must be ascertained and deducted from 
the value of the entire property. 313 
Pa at p. 170, 169 Atl 557, 90 ALR 
688. 


(6) Coincidentally with determin- 
ing the fair value of the property, the 
cost of operating the plant must be as- 
certained. This includes all charges or 
expenses involved in the production, 
supply, and distribution of the water ; 
the salaries or wages of all persons 
directly employed about the system and 





8 This was evidently based on the provisions 
of the Act of March 23, 1925, P. L. 64, relat- 
ing to third class cities, repealed by, < re- 
énacted in, the Act of June 22, 1931, P. L. 
932. See §§ 3530, 3531, 3532, 3° "pS 
§§ 12198—3530 to 12198—3532. 
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a just portion of the salaries of elective 
officers whose time is partly devoted 
to the business; telephone, insurance, 
printing, stationery, etc., expenses con- 
nected with supply and distribution 
must be included; all taxes, whether 
on the plant as such or on bonds that 
may be properly allocated as an in- 
debtedness against the plant should be 
allowed for; a depreciation charge 
should also be provided for. When 
this figure is ascertained in a given 
sum, a proportionate part of these ex- 
penses must be allocated to the busi- 
ness or service outside the city and the 
balance must be provided for by rates 
within the city. 313 Pa at p. 171, 
169 Atl 557, 90 ALR 688. 

(7) The city may charge more for 
water outside than within its limits. 
See note 7 at p. 166, of 133 Pa 169 
Atl 557, 90 ALR 688, citing Young- 
man v. Erie Water Comrs. (1920) 267 
Pa 490, 110 Atl 174. This is due to 
the principle that the citizens and tax- 
payers of the municipality cannot be 
made to pay more than a just and rea- 
sonable rate based on a fair return on 
the present fair value of the property 
used and useful devoted to the public 
service within the city; and should not 
be asked to bear any part of the addi- 
tional expense incurred in supplying 
water to consumers outside the city; 
but such additional expense is properly 
chargeable to the consumers outside 
the city; thus differentiating in this 
respect between municipal corporations 
and privately owned utility corpora- 
tions, to the advantage of consumers 
within the limits of the municipality 
and against those without. 

[3-5] It follows from these prin- 
ciples that a municipality may discrim- 
inate between its consumers within its 
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limits and those without ; that while it 
is entitled to charge rates that will re. 
turn a fair profit based on the present 
fair value of all its property used and 
useful in the public service, it may 
forego such profit as respects its con- 
sumers within its limits and demand 
it of its consumers outside its limits: 
that in arriving at the fair value of 
its property for the purpose of fixing 
just and reasonable rates to its con- 
sumers within the city, the value of 
the property outside the city or bor- 
ough must be segregated and deducted 
from the value of the entire plant, 
and the value of the property within 
the city thus be ascertained in fixing 
the fair and reasonable rates to be 
charged for water within city limits; 
and that the rates to be charged con- 
sumers outside the city must cover a 
fair return on the property thus devot- 
ed to the public service outside city 
limits plus a fair proportion of the 
value, cost, and expense of the plant 
within the city; and that no part of 
the burden of furnishing water to 
consumers outside the city can prop- 
erly be placed on its citizens and con- 
sumers within city limits. 

This, in effect, requires a segrega- 
tion and allocation as between consum- 
ers inside and outside the city in order 
that the courts may determine the fair 
and reasonable rates which may be 
charged by the city for water within 
its limits and a like segregation and al- 
location in order that the Commission 
may determine the fair and reasonable 


rates which may be charged by the © 


city for water furnished without its 
limits. 

In view of the special statutory pro- 
visions on the subject in this common- 
wealth, decisions of courts in other 
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jurisdictions are not of much help to 
us, and decisions relating to privately 
owned water companies and other util- 
ities are not applicable. 

The legal principles above set forth 
are not affected by the history of the 
development of this water plant or the 
creation of the borough of Ambridge 
out of Harmony township. When 
the Public Service Company Act went 
into effect — January 1, 1914 — the 
borough of Ambridge was a duly con- 
stituted borough, and the water plant, 
with its distribution system in the 
borough of Ambridge and in parts of 
Harmony township, had already been 
sold and conveyed to the borough and 
was a municipally owned and operated 
water system. 

Nor are they affected by the fact 
that until the filing of the schedule of 
rates complained against — effective 
April 1, 1938—the plant had been op- 
erated as a unit and the same rates 
charged outside the borough as in it. 
As long as there was a sufficient quan- 
tity of water consumed in the town- 
ship to afford the borough a fair re- 
turn on the service furnished outside 
the borough at the rates fixed in the 
common schedule, there was no occa- 
sion for any segregation or allocation 
between borough and township. But 
along in 1930 by far the largest con- 
sumer of water in the township began 
to get its chief supply of water from 
another source (see Ambridge v. Pub- 
lic Service Commission, 108 Pa Su- 
per Ct 298, PUR1933D, 298, 165 
Atl 47), and thereafter it became ap- 
parent that the water supplied to con- 
sumers in the township, by reason of 
the small quantity of water then being 
used in comparison with the quantity 
which was used before Spang-Chal- 


fant Company secured a different sup- 
ply, was being furnished at a loss, 
which the consumers and citizens in 
the borough were being required to 
carry. It was with the purpose of 
remedying this condition that a new 
and scientifically prepared schedule of 
rates was filed, under which the rates 
for water furnished outside the bor- 
ough were raised sufficiently to relieve 
the consumers within the borough 
from making good the losses incurred 
by furnishing water to consumers out- 
side the borough, and instead a very 
moderate return or profit—much less 
than is usually allowed a privately 
owned utility—is obtained by the bor- 
ough on the water furnished consum- 
ers in the township. 

In view of the findings of the Com- 
mission and the admissions of its coun- 
sel, the net result of the new schedule 
of rates does not differ in effect from 
what a court of common pleas, sitting 
in equity, might have decreed, if a bill 
in equity had been filed by consumers 
in the borough to enjoin the imposi- 
tion and collection of rates which re- 
quired them to contribute to the pay- 
ment of losses incurred in furnishing 
water outside the borough limits. 

With this disposition of the case we 
need not dwell on the annual deprecia- 
tion charge allowed the borough by the 
Commission in arriving at its decision. 
We may say, however, that a deprecia- 
tion charge based on the 4 per cent 
sinking-fund method is too small. See 
Cheltenham & A. Sewerage Co. v. 
Public Service Commission (1936) 
122 Pa Super Ct 252, 271, 15 PUR 
(NS) 99, 186 Atl 149. A single 
small borough does not have the oppor- 
tunity to invest small sums at 4 per 
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cent interest compounded. A 2 per versed and the complaint is dismissed, 
cent rate would be nearer reality. at the costs of the complainants, the 
The order of the Commission is re- intervening appellees. 
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Borough of Auburn 


Auburn Wester Company 


[Complaint Docket No. 12766.] 


Discrimination, § 70 — Free service to municipality — Fire hydrants — Franchise 
provisions. 


1, The rendering of fire protection free of charge by a water utility toa 
municipality is discriminatory even though a franchise ordinance provides 
for such free service, p. 58. 

Rates, § 645 — Hearing on complaint — Scope — Fire protection charges. 
2. A complaint by a municipality against a tariff charge for public fire 
hydrant service should be set down for hearing in order to give the com- 
plainant an opportunity to present testimony in support of its allegation 
as to the excessiveness and unjustness of the amount to be charged, but 
not as to the right of the utility to make such a charge when free service 
pursuant to a franchise ordinance is discriminatory, p. 59. 

Rates, § 185 — Reasonableness — Burden of proof — Existing rates. 


3. The burden of proof as to the unreasonableness of charges for fire pro- 
tection is upon a municipality complaining against an existing rate set forth 
in tariff schedules when the municipality’s complaint is filed more than thirty 
days after the filing of the tariff, p. 59. 


[September 13, 1939.] 


“IP penitent by municipality against fire protection charges 

by water company; petition to dismiss complaint denied, 

request for oral argument refused, and proceeding set down 
for hearing. 


¥ 


By the Commission: On June 28, company a franchise to serve water to 
1939, the borough of Auburn filed a the inhabitants of the borough, pro- 
complaint against the Auburn Water vides, inter alia, as follows: 
Company, respondent, and alleged “ . . The ordinance of said 
that an ordinance of the borough borough, passed August 26, 1897, 
passed August 26, 1897, giving the giving said water company the fran- 
31 P.U.R.(N.S.) 56 
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chise to serve its inhabitants provid- 
ed, inter alia, as follows: . ‘pro- 
vided further that the said water com- 
pany shall furnish and put in immedi- 
ately 50 fire hydrants at such places as 
the borough council shall designate, 
connect the same with the mains, and 
furnish a constant and sufficient sup- 
ply of water to the same, and from 
time to time thereafter furnish and 
put in such additional hydrants as the 
said borough may demand for which 
the borough of Auburn shall pay to 
said water company for the use of the 
water in 20 hydrants at the rate of $14 
per hydrant per annum, and for all 
additional hydrants $5 per annum un- 
til such time as the gross earnings or 
revenue of the company shall equal the 
interest upon the cost of the whole 
plant when the water shall be furnished 
to all fire hydrants free of all charges 
to the borough. oe 

That in pursuance of the provisions 
of said ordinance, the respondent fur- 
nished water service to the complain- 
ant free of charge from or about 1906 
until July 5, 1938. That on May 5, 
1938, the respondent filed a revised 
tariff, effective on or after July 5, 
1938, whereby the complainant is to 
be charged at the rate of $25 per an- 
num for each public fire hydrant. That 
the annual charge of $700 for 28 fire 
hydrants presently in use in the bor- 
ough, as provided in the aforesaid re- 
vised tariff, amounts to 1.628 mills on 
complainant’s total assessed valuation 
of $430,021. It is further alleged 
that the charge for fire hydrant pro- 
tection is excessive and unwarranted 
under the circumstances. 

On July 15, 1939, the respondent, in 
lieu of an answer, filed a petition to 
dismiss the complaint and alleged that 


under the laws of this commonwealth, 
as defined and interpreted by the Com- 
mission and the appellate courts of the 
state, a public utility cannot render 
free service to consumers, even though 
the consumer be a municipality and 
even though a franchise ordinance 
provides for such free service; that 
the validity of the charge made by a 
water company for fire protection serv- 
ice is not governed by the amount of 
tax mileage collected by the munici- 
pality from its taxpayers; that since 
the tariff became effective on July 5, 
1938, the burden of proof in any at- 
tack upon such rates, under the pro- 
visions of § 312 of the Public Util- 
ity Law, is upon the complainants. 
The respondent prays that the com- 
plaint be dismissed and that, if the 
Commission deems it necessary or ad- 
visable, the matter be listed for oral 
argument. 

On August 7, 1939, the complain- 
ant filed an answer to the petition of 
the respondent to dismiss the com- 
plaint and alleged that the fact that the 
respondent has furnished complain- 
ant with fire hydrant service without 
charge from about 1906 to July, 
1938, becomes relevant and material 
in the light of the fact that there was 
no corresponding reduction to other 
consumers when the present schedules 
of rates charged for fire hydrant serv- 
ice went into effect. That the ratio of 
the cost of fire hydrant protection to 
the value of the property protected 
thereby is an important consideration 
in determining the justness of the 
charge, especially where the installa- 
tion is old, the maintenance negligible 
and the utilization of the service most 
infrequent. The complainant denies 
that under the provisions of § 312 of 
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the Public Utility Law the burden is 
on it to show that the rates are unjust 
and unreasonable. It further avers 
that said section states no circumstan- 
ces when the burden of proof in a rate 
proceeding shall be upon the complain- 
ant. The complainant prays that it be 
given an opportunity to be heard be- 
fore the Commission and to present 
testimony in support of its complaint 
concerning the unjustness of the rate 
now being charged by the respondent 
for public fire hydrant service in the 
borough. 

The complaint, the petition to dis- 
miss and the answer thereto, present 
three questions : 

1. Whether it is discriminatory for 
a public utility to furnish public fire 
hydrant service to a borough, free of 
charge, pursuant to a franchise ordi- 
nance passed prior to the passage of 
the Public Service Company Law or 
the Public Utility Law. 

2. Whether or not a hearing should 
be held on the complaint. 

3. Whether or not in a complaint 
proceeding against the unjustness and 
unreasonableness of an existing rate 
of a public utility, the burden of proof 
is upon the complainant. 

[1] (1) Section 303 of the Pub- 
lic Utility Law reads as follows: 

“Adherence to Tariffs——No public 
utility shall, directly or indirectly, by 
any device whatsoever, or in anywise, 
demand or receive from any person, 
corporation, or municipal corporation 
a greater or less rate for any service 
rendered or to be rendered by such 
public utility than that specified in the 
tariffs of such public utility applicable 
thereto then filed in the manner pro- 
vided in this act. The rates specified 
in such tariffs shall be the lawful rates 
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of such public utility until changed, as 
provided in this act: . 

Section 304 of the Public Utility 
Law reads as follows: 

“Discrimination in Rates.—No 
public utility shall, as to rates, make 
or grant any unreasonable preference 
or advantage to any person, corpora. 
tion, or municipal corporation, or sub- 
ject any person, corporation, or mu- 
nicipal corporation to any unreason- 
able prejudice or disadvantage. . . .” 

Under the provisions of § 8, Art. 
III of the Public Service Company 


Law, which were similar to the pro- & 


visions of § 304, supra, the appellate 
courts have repeatedly held that the 
rendering of free service by a public 
service company to a municipality was 
a violation of that section: Vernon 
Twp. v. Public Service Commission 
(1920) 75 Pa Super Ct 54; Scranton 
v. Public Service Commission (1919) 
73 Pa Super Ct 192, affirmed 268 Pa 
192, PUR1920F, 661, 110 Atl 775; 
White Haven v. Public Service Com- 
mission (1923) 80 Pa Super Ct 536, 
affirmed (1924) 278 Pa 420, 123 Atl 
772. Also see Henshaw v. Fayette 
County Gas Co (1932) 105 Pa Super 
Ct 564, PUR1933B, 141, 161 Atl 
896. 

In Wayne Sewerage Co. v. Frone- 
field (1921) 76 Pa Super Ct 491, 499, 
Judge Keller said: 

Free use of public service 
by certain favored persons cannot be 
permitted under any form, whether 
deed, contract, ordinance, agreement, 
or otherwise: Vernon Twp. v. Pub- 
lic Service Commission (1920) 75 Pa 
Super Ct 54; Ben Avon v. Ohio Val- 
ley Water Co. (1921) 75 Pa Super 
Ct 290; for it imposes on the other 
users not only their own fair share of 
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the cost and expense of operation but 
also the shares which such favored 
users ought to pay and is therefore 
preferential, unjust, and unreason- 
able.” 

It is therefore clear that under the 
provisions of §§ 303 and 304 of the 
Public Utility Law, and the opinions 
| of the appellate courts, it is discrimi- 
natory for a public utility to render 
fire protection service, free of charge, 
to a municipality even though a fran- 
chise ordinance provides for such free 
service. 

[2] (2) In view of the fact that 
the complainant alleges that the rate 
now being charged by respondent for 
public fire hydrant service is exces- 
sive and unjust, the complaint will be 
set down for hearing so that the com- 
plainant be given an opportunity to 
present testimony in support of its al- 
legation as to the excessiveness and 
unjustness of the amount to be 
charged, but not as to the right of the 
respondent to make such a charge. 

[3] (3) Section 312 of the Pub- 
lic Utility Law reads as follows: 

“Burden of Proof in Rate Proceed- 
ings—In any proceeding upon the 
motion of the Commission, involving 
any proposed or existing rate of any 
public utility, or in any proceeding up- 
on complaint involving any proposed 
increase in rates, the burden of proof 
to show that the rate involved is just 
and reasonable shall be upon the pub- 
lic utility. hy 

The complaint is against a rate set 
forth in tariff schedules effective July 
5, 1938. Section 303, supra, provides 
that—“‘the rates specified in such tar- 
iffs shall be the lawful rates of such 
public utility until changed, as pro- 
vided in this act.” The proceeding, 


therefore, is one concerning a lawful, 
existing rate. Section 312, supra, is 
silent as to where the burden of proof 
lies in any proceeding upon complaint, 
involving an existing rate, and refer- 
ence must therefore be made to the de- 
cisions of the courts. 

In Suburban Water Co. v. Oak- 
mont, 268 Pa 243, 248, PUR1920F, 
810, 812, 100 Atl. 778, the present 
chief justice states as follows: 

“When complaints are filed after 
the 30-day period, the rates are prima 
facie reasonable, and the burden of 
proof is on the complainants to prove 
them unreasonable.” 

(Section 308 of the Public Utility 
Law provides for a 60-day notice.) 

A careful research discloses that the 
above ruling is still controlling. 

All the matters and things involved 
having been fully considered; there- 
fore, 

Now, to wit, September 13, 19339, it 
is ordered as follows: 

1. That the prayer of the petition 
of the Auburn Water Company, re- 
spondent, to dismiss the complaint of 
the borough of Auburn, complainant, 
be and is hereby denied. 

2. That the request of the Auburn 
Water Company, respondent, for oral 
argument, be and is hereby refused. 

3. That the proceeding be and is 
hereby set down for hearing upon due 
notice of the time and place thereof to 
the borough of Auburn, complainant, 
and to the Auburn Water Company, 
respondent, at which hearing the bur- 
den of proof shall be upon the bor- 
ough of Auburn, complainant, to show 
that the amount of the rate charged 
by the Auburn Water Company, re- 
spondent, for public fire hydrant serv- 
ice is excessive and unjust. 
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Three Eagles Company 


Brookside Water Company 


[Case No. 4752.] 


i 


Dorr 


Brookside Wroter Company et al. 


[Case No. 4753.] 
[Decision No. 13991.] 


Service, § 31 — Right to increase or decrease territory — Power of Commission. 


The right of an established utility to decrease or increase its territory is 
a matter for the Commission to determine after investigation upon filing 
of a proper application for that purpose. 


[September 15, 1939,] 


‘Peceanny stating that respondent refuses to serve com- 
plainant and asking Commission to compel respondent to 
serve; respondent ordered to serve territory in question. 


APPEARANCES: Ben S. Wendelken, 
Colorado Springs, for Three Eagles 
Company, complainant; Teller Am- 
mons, Denver, for L. C. Dorr, com- 
plainant; David P. Strickler and 
Thomas M. Burgess, Colorado 
Springs, for Brookside Water Com- 
pany, Broadmoor Water System, and 
Myron Stratton Home, defendants. 


By the Commission: On July 8, 
1939, Three Eagles Company, a cor- 
poration, by its attorney, Ben S. Wen- 
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delken, filed a complaint with the 
Commission, alleging that the com- 
plainant owns certain tracts of land, as 
set out in the complaint, located in or 
about ivywild, El Paso county, Colo- 
rado, portions of which are in the cen- 
ter of the area and surrounded on all 
sides by property now served and sup- 
plied with water by the Brookside Wa- 
ter Company, and that the said area 


was heretofore supplied with water f 


by said water company, and its prede- 
cessor, but that said service was dis- 
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continued when residences upon said 
property were destroyed by fire, and 
that the mains and taps are still in 
place; that, for several years past, the 
complainant has desired to build resi- 
dence dwelling houses upon said tracts, 
and has made demands upon the said 
Brookside Water Company for water 
for domestic use for the houses to be 
built upon said properties, but said 
water company has consistently re- 
fused to supply or furnish any water 
for use upon said premises, or any of 
them, except for one tap with certain 
restrictions that complainant could not 
accept. The complaint further alleged 
that the said water company has re- 
peatedly furnished water to other per- 
sons who have recently built residences 
within said area, and has offered to 
furnish, and does furnish, water to 
persons who purchase lots in this area 
from the Myron Stratton Home. 

For these, and other, reasons, the 
complaint avers that said Brookside 
Water Company is discriminatory, un- 
reasonable, and unlawful in its opera- 
tions. 

On July 14, 1939, Mr. L. C. Dorr, 
by his attorney, Teller Ammons, filed 
a complaint with the Commission 
against the Brookside Water Com- 
@ pany, the Broadmoor Water System, 
Myron Stratton Home, and the state 
engineer of the state of Colorado, as 
respondents. 

The complainant alleges that he is 
m the owner of certain described real 
estate in Ivywild, El Paso county, Col- 
orado, and vicinity, and located in the 
subdivision known as “Dorchester”; 
that this subdivision is definitely de- 
veloped, and water is now being sup- 
plied to residences on all four sides of 
the complainant’s property; that he 


made plans to develop his property by 
building and selling residential homes, 
and did, on April 20, 1939, make for- 
mal demand upon the said Brookside 
Water Company to furnish water to 
homes to be built upon the aforesaid 
tract of land, and that the said water 
company failed and refused to comply 
with said request or demand, and still 
refuses todo so. The respondent fur- 
ther alleges that other homes in this 
area are being furnished water, and 
that the users of water from the 
Broadmoor Water System and the 
Myron Stratton Home have been giv- 
en preference and have used much 
more water per tap than those served 
by the Brookside Water Company. 
The complainant alleges and believes 
that there is ample and sufficient wa- 
ter from the water company’s owner- 
ship in the water rights of Cheyenne 
creek (source of water supply) to fur- 
nish an adequate supply for residents 
in the Ivywild subdivision and to take 
care of the development of the com- 
plainant’s property, and, therefore, 
seeks an order of the Commission giv- 
ing adequate relief to the complainant. 
The Commission, thereupon, duly 
served copies of these complaints upon 
the respondents concerned to satisfy 
or answer in due time. The respond- 
ents replied with a motion, asking that 
all its water customers, according to 
list submitted, be made parties to the 
proceedings in the two cases. This 
motion was denied and respondent re- 
quired to file an answer to the com- 
plaints on or before August 21, 1939, 
and the matters were consolidated and 
set down for joint hearing at the city 
hall in the city of Colorado Springs, on 
August 30, 1939, at 10 o’clock a.m. 
This date, by mutual consent, was later 
31 P.U.R.(N.S.) 
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changed to August 31, 1939, at which 
time and place the cases came on to be 
heard before the full Commission. 
Thereupon, the attorneys for the com- 
plainants and respondents asked for, 
and were granted, a continuance of the 
cases until 10 o’clock a.m., Tuesday, 
September 5, 1939, at the same place. 

In the interim the Commission was 
advised that settlements had been 
agreed upon between the complainants 
and respondents in these cases, and 
stipulations in the matter would be 
filed with the Commission on Tuesday, 
September 5, 1939, at its office in Den- 
ver, Colorado. This was done. In 
order to act upon said stipulations, no 
testimony having been taken, the Com- 
mission has determined to and has 
made our files and the reports of our 
engineer a part of the record herein. 

Upon the record, as made, it ap- 
pears that said respondent, without 
impairment of the service to present 
consumers, can furnish service to com- 
plainants in accordance with said stip- 
ulations, and that public convenience 
and necessity permit and require the 
entry of an order herein, in accordance 
with and upon the terms set forth in 
said stipulations. However, the Com- 
mission believes that some matters de- 
veloped in the proceedings herein, and 
by the investigations and report of the 
Commission’s engineer in the files of 
Case No. 4755, should be mentioned. 

There seems to be some question as 
to the extent of right to use and the 
use of the water in Cheyenne creek by 
respondent and others. The question 
of respective rights of agricultural 
and domestic users of water under 
said systems, and the allocation of the 
right to the use of water to them, ac- 
cordingly, is important now, and may 
31 P.U.R.(N.S.) 


be highly important for the futup 
The Commission suggests that they 
questions should be determined ; 
proper legal proceedings. 

The question also arises, what ter. 
tory is in the service area of the Brock. 
side Water Company? The water ra; 
schedule on file with the Commissig, 
provides : 

“Territory supplied by the company 
is what is generally known as Chey. 
enne Canon and Ivywild, a suburba 
district to the south and adjacent ty 
the city of Colorado Springs, El Pay 
county, Colorado.” 

This provision, which is general ani 
indefinite, was intended to prescrit 
the territory that the utility concerne/ 
untertakes to serve, and impliedly rep 
resents that the company has provided 
or will provide, the necessary facilitis 
to serve that territory. If it is im 
possible or impracticable to secure th 
necessary facilities, then the company, 
at the time of filing, or subsequently 
if it determines that it is unable to sup 
ply the demand which has developei, 
should limit its territories in accort: 
ance with its ability to serve. The 
right of an established utility (and re 
spondent was serving prior to enact: 
ment of Public Utilities Act), to de 
crease or increase its territory woul 
be a matter for the Commission to de 
termine, after investigation, upon fi: 
ing of a proper application for tha 
purpose. 

We do not, by anything here said, 
impliedly, or otherwise, hold that the 
Brookside Water Company has tht 
right to deny water service to any 
bona fide prospective customer withit 
its territory, as now described. Such 
questions, if they shall arise in the fr 
ture, will then be determined. 





THREE EAGLES CO. v. BROOKSIDE WATER CO. 


After a careful consideration of the 
records and files herein, the Commis- 
sion, being fully advised in the prem- 
ises, finds that public convenience and 
necessity require that an order in ac- 
cordance with the terms of the stipula- 
tions entered into between the Three 


Eagles Company, a corporation, and 
the Brookside Water Company, in 
Case No. 4752, and between L. C. 
Dorr and the Brookside Water Com- 
pany, in Case No. 4755, be entered 
herein. 





MONTANA BOARD OF RAILROAD COMMISSIONERS 


Re Consolidated Freightways, Incorporated 


[Opinion and Order No. 1750.] 


Discrimination, § 16 — Free message service — Motor carriers. 
A tariff provision that motor carriers may transmit messages by telegraph, 
teletype, telephone, or other means of communication without charge for 
any shippers or consignees, providing the messages refer to a shipment to 
be shipped or which has been shipped over the carrier’s lines, is discrimina- 


tory and unlawful. 


[October 23, 1939.] 


 apecnrany to insert in motor carrier’s tariff a provision 
for free message service; discontinuance of free message 
service ordered. 


APPEARANCES: John W. Bonner, 
Counsel, for the Board; H. B. Schae- 
© fer, Rate Clerk, for the Board. 

By the Boarp: Heretofore the Con- 
solidated Freightways, Inc., of Port- 
land, Oregon, made application to in- 
sert the following item in its Montana 
Tariff No. 2-A, MRC No. 3: 

“Carriers parties to this tariff may 
transmit messages by telegraph, tele- 
type, telephone, or other means of com- 
munication, without charge, for any 
of their shippers or consignees, pro- 
viding the messages refer to a ship- 


ment to be shipped or which has been 
shipped over carrier’s line (subject to 
Notes 1 and 2).” 

“Note 1: Applies via Consolidated 
Freightways, Inc. only.” 

“Note 2: Applies to Montana in- 
trastate traffic only.” 

It is obvious that the proposal of 
the Consolidated Freightways, Inc., is 
identical to the matter which was un- 
der consideration by the Interstate 
Commerce Commission in Investiga- 
tion and Suspension Docket No. 
M-511, 16 MCC 521. In the afore- 

31 P.U.R.(N.S.) 





MONTANA BOARD OF PUBLIC COMMISSIONERS 


said docket such a proposal as the one 
before us was found to be unlawful. 
In discussing such proposals as the 
one we have here, the Interstate Com- 
merce Commission stated in its opin- 
ion in the docket mentioned: 

“The proposed message service is 
one that is not ordinarily made avail- 
able to shippers by other transporta- 
tion agencies, nor, indeed, by motor 
carriers generally. It would afford to 
this or that shipper, at the carrier’s 
election, a free service to which such 
shipper is not normally entitled, and 
which the carrier is at liberty to give 
or refuse at will, depending upon its 
desire to favor a particular shipper or 
shippers at a particular point, while 
discriminating against other shippers 
or localities. Such a result clearly 
would be violative of § 216 (a).” 
(Motor Carrier Act, 1935.) 


This Board has found by investiga- 


tion that certain carriers of property 
by rail and by motor vehicles in Mon- 
tana are transmitting messages by tele- 
type, telegraph, telephone, or other 
means of communication, for many of 


their shippers or consignees, providing 
the messages refer to a shipment to kk 
shipped over their line or lines. This 
Board is also aware of the fact thy 
the forms of communications mer. 
tioned are being used by the said car. 
riers for the purpose of placing orders 
for merchandise by buyers with sell. 
ers as an inducement to use the car. 
riers’ transportation services, thereby 
substituting the normal form of serv. 
ice over which such messages should 
be dispatched at the buyers’ expense 
and causing the carriers to assume the 
cost of the same. 

We agree with the reasoning of the 
Interstate Commerce Commission in 
the docket under consideration as it 
applies to the present application and 
it is our conclusion that the application 
is discriminatory and unlawful. 

In accordance with the foregoing we 
do hereby refuse to approve the said 
application of the Consolidated] 
Freightways, Inc., to insert the item 
herein set forth in its Montana Tariff 
No. 2-A, MRC No. 3 or in any reissue 
thereof. 
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EW PLANTS BOOST EFFICIENCY 
.. + But Not While They’re Building ! 


ur new plant or modernization is more piping system reducing erection cost and 


jent, will return larger profits than the — time to a minimum. 

one-—but not until it is in operation! Grinnell’s experienced shop men and 
e large capital investment required qualified welders . . . conveniently located 
ans that every day counts, from the _ plant facilities ... and ability to interpret 
pment plans are approved until the steam the ideas and plans into piping . . . are 


ins to flow. tangible reasons why it pays to “Give the 


hould 
pense : , 72 wages . 
ceurate Grinnell sub-assemblies, pre- plans to Grinnell!” Grinnell Company, Ine., 
bricated to specifications, are easily and Executive Offices, Providence, R. I. Branch 


nomically field-welded into a finished _ offices in principal cities. 
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WHENEVER PIPING 1S INVOLVED 
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Industrial Progress 


Selected 


information about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Union Electric Co. Plans 
$20,000,000 Expenditure 


Pee Electric Co. of Missouri, a sub- 
sidiary of the North American Co., is 
developing plans for a $20,000,000 construction 
program, the largest improvement and expan- 
sion step it has taken in recent years, accord- 
ing to an announcement. 

The construction program calls for the ad- 
dition of 100,000 kilowatts to Union Electric 
System’s generating capacity; change-over of 
the lighting equipment in Madison County, 
Iowa, to 60-cycle from 25-cycle; extensions; 
improvements; and additional work to over- 
come smoke conditions in. the various power 
plants. The company shortly will undertake 
building a new power plant at Venice, 
Missouri, and will install new boilers in its 
Ashley Street steam station in St. Louis. 


Pittsburgh Equitable Sponsors 
Gas Engineering Course 


A COURSE of instruction in the fundamental 
sciences necessary to the natural gas in- 
dustry has been inaugurated by the Pitts- 
burgh Equitable Meter Co., Pittsburgh, Pa., 
for their employees, under the supervision of 
the Extension Division, Pennsylvania State 
College. 

At present, 60 men have enrolled and are 
meeting once each week. Covering a two-year 
period, instruction will consist of a review of 
arithmetic, algebra, chemistry and physics 
during the first year; in the second year the 
course will be devoted to problems connected 
with the production, transmission, regulation, 
measurement and utilization of natural gas. 
At the end of the second year certificates will 
be conferred. 


Revised Edition Issued 
on Insulated Cables 


M*** changes have been made which im- 
prove the accuracy and extend the scope 
of various sections and tables of the new 
edition (fourth) of the “Specifications for 
Varnished Cambric Insulated Cables,” issued 
by the Insulated Cable Engineers Association. 
Certain requirements have been brought into 
conformity with the latest editions of other 
correlated existing specifications. 

This new specification, while following 
along the general lines of the third edition, 
contains a number of changes, the most im- 


portant of which is probably the appreciable 
increase in maximum cable operating temper. 
ature permitted. 

Other important changes include a reduc. 
tion in power factor of the insulation for both 
single- and multiple-conductor cables. The 
sections dealing with shielding recommenda 
tions have been completely revised and en 
larged. Test requirements of braid coverings 
have also been revised to cover adequately 
several types of finishes not included in the 
old specifications. Requirements of asbestos 
braids have been added. 


G-E Manufactures New 
Photo Tester 


or reducing the cost and improving the ac. 

curacy of testing watthour meters, General 
Electric has announced a new photo tester, 
Utilities will find this new instrument ai- 
vantageous in their testing work as it is poss- 
ble to calibrate many more watthour meters 
by this method than it is by hand, according 
to the manufacturer. 

The new photo tester is an automatic device 
employing a light beam photo-tube and relays 
which are used to count the revolutions of a 
meter under test and to start and stop the ro- 
tating standard in accordance with the revolt- 
tions. 


$3,000,000 Program Planned 
by Pa. Power & Light 


gee pestinep Power & Light Company 
will spend $3,000,000 for plant additions 
at Harrisburg in the next two years to increase 
output for the company’s system by 20,00) 
kilowatts. Expansion plans were drafted in co- 
Operation with the National Defense Power 
Committee and “in accordance with a request 
of the State Department of Commerce that 
electric service companies prepare to handle 
the demand of expanding industries in the 
state,” according to the announcement. 


Chevrolet Sets New Record 


ies greatest volume of new passenger Caf 
and truck sales for any one month since 
August, 1937, was reported recently by Wil- 
liam E. Holler, general sales manager, Chevro- 
let Motor Division, with the release of the 
company’s sales figures for November. 
During the month, Mr. Holler said, Chevro- 
let dealers sold at retail a total of 89,377 new 
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New RizalIP Tri-stand Vise 
has many convenience features 


= that sav 


oa Da 


reneral Fs ’ : 
tester, MA ERE’S a brand new vise designed to save 


nt ad- time. Your men like it—and it helps keep 
Doss: Bists down. 
am 's easy to use. Well balanced to prevent tip- 
* Biver; also has adjustable ceiling brace screw and 
device Ftrew-down feet. Legs hinged at the stand, as- 
relays Bemble compactly, fasten with chain for con- 
ha i enient carrying to the job. 
evolu. eS extra wide stand promotes efficiency—there’s 
enty of room for oil can, dope pot and tools— 
bols are always handy—hung on the special rim 
d in slots. 
is new Tri-Stand is made in yoke and chain 
atterns. Each is equipped with pipe rest and 3 
finon enders that won't collapse the pipe. Frames of 
. fapecial strong malleable metal, jaws of highest 


Teas 
50,00 ality tool steel scientifically hardened for firm 


e work and time 











inco- B@rip and long wear. No-Mar jaws available in 
oo oke vises. 
ed flere is an Opportunity to take another step to- New RIBEID Tri- 


randle ards better work at less cost. Buy the new Tri- Stand Vise, Yoke 
n the §@tand from your Supply House. pattern. Users’ 
Chain pattern Tri- net price $12.00 


qe Ridge Tool Co., Elyria, Ohio — s+" v= 


MAKERS OF THE FAMOUS RIG&ID WRENCH 


SlcesSslbS erire Toots 
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cars and trucks, a figure which tops any 
previous month in 1939, any single month in 
1938, and seven of the 12 months in 1937. 

The November figure is a gain of 16.2 per 
cent over the same month last year, Mr. Hol- 
ler pointed out. 

Chevrolet’s commercial car department also 
reported a substantial gain. During Novem- 
ber, 1939, the department reported retail sales 
totalling 17,376 units, a gain of 32.2 per cent 
over the 13,145 units sold in November, 1938. 


Wisconsin Public Service Sets 
$1,557,590 Budget 


J p, PULLIAM, president of the Wisconsin 
e Public Service Corp., approved recently 
the company’s $1,557,590 construction budget 
for 1940 

Major items of the 1940 budget are expendi- 
tures of $132,000 for Green Bay-DePere 
transmission lines and sub-stations, $82,000 for 
changing over transportation service at Wau- 
sau from street cars to motor buses, $413,000 
for urban and electric service extensions, 
$414,000 for other electric distribution system 
expenditures and $143,000 for additions and 
improvements to gas plants and main systems. 
Amount of 1939 budget was $1,338,091. 


Standard Colors for Pipe 
Promoted by J & L 


= chart has recently been prepared by 
the Jones & Laughlin Steel Corporation 
as a means of promoting use of its J & L Pipe. 
This chart also serves to promote the use of 
the American Recommended Scheme for the 


Identification of Piping Systems. This stand- 
ard, approved by the American Standards As- 
sociation in 1928, specifies which colors to use 
on pipes carrying different types of dangerous 
or valuable materials, or for identifying fire 
protective systems. The use of standard colors, 
it is believed, helps to make the pipe easily 
recognized and to prevent mistakes in identifi- 
cation in case of an emergency. 

The chart prepared by the Jones & Laughlin 
Corporation is intended for distribution to 
foremen, maintenance engineers, safety engi- 
neers, and others responsible for the protec- 
tion of property, as well as to workmen in in- 





FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, O 








MARTENS & STORMOEN 
Successors to 
THONER & MARTENS 
ni ta. Seniteh 





Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 











dustrial plants and buildings. It is designed ty 

hang on the wall for convenient reference, 
Copies are available without charge fron 

the manufacturer, Pittsburgh, Pennsylvania, 


Ohio Bell 1940 Construction 
Budget Exceeds 1939 


| apimiag and improvement program oj 
Ohio Bell Telephone Company in 194 
will total $17,400,000, according to Randolph 
Eide, president. 

This represents an increase of $3,400,000 or 
24 per cent over the $14,000,000 expended dur. 
ing 1939 for expansion and improvements. 

Net station gain next year is expected to be 
about 60,000 telephones, an increase of 13 per 
cent from the net gain of nearly 53,000 sta- 
tions this year. 

Breakdown of the $17,400,000 program by 
types of expenditure shows that the largest 
amount, $8,450,000 or 49 per cent of the total, 
will be used for station equipment, $4,040,000 
for central office equipment, $3,780,000 for out- 
side plant, $705,000 for land and buildings, and 
$425,000 for general equipment. 

Largest portion of the expenditures, $6,000,- 
000 or 34 per cent of the total, will be made in 
the Cleveland division of the company. The 
Toledo districts rank second with $2,630,000 
followed by Dayton $1,990,000, Columbus $1,- 

900,000, Zanesville $1,580, 000, Akron $1,300,000, 
Youngstown $1,250,000, and Canton $750,000. 


Industrial Accidents Reduced 
by I. B. M. Corp. 


NDUSTRIAL accidents at the main Endicott, 

N. Y., plant of International Business Ma- 
chines Corporation have been reduced 95 per 
cent in number and 94 per cent in severity dur- 
ing the last ten years, it was officially an- 
nounced. In the same period, the safety record 
of all industry throughout the United States 
improved 50 per cent in frequency and 25 per 
cent in severity. 

Official statistics reveal that the IBM plant 
has reduced its lost-time accident frequency 
from 13.9 per million man-hours in 1928 to 
.73 in 1938. The number of days lost through 
accidents was reduced in the same period from 
.248 per thousand hours worked to .014. 

The ten-year improvement in plant safety 
has been achieved by virtue of a continuous 
safety campaign which has been conducted on 
a fully organized basis, Thomas J. Watson, 
president, said in making the announcement. 
He added that the Endicott plant is now lead- 
ing the precision machine group of seventeen 
companies in a statewide safety campaign. — 


Exposition News 


Increased activity in the leasing of space by 
exhibitors is reported for the sixth Interna- 
tional Heating and Ventilating Exposition to 
be held at Cleveland, Ohio, during the week of 
January 22nd to 26th. Less than 20 per cent 
of the total exhibit area is now available. 
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HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Rivetion 
NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 
NEWPORT NEWS, VA. 











P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 























DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


Quick Service 
@ Local 
@ Mobile 
e@ Well Organized 
@ Competent 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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UTILITY REGULATION 


ress 


Proceedings of 1939 
Convention 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Comprising 56 State, Federal, and Territorial Regulatory Commissions 


$6.00 


Round-table Discussions and Reports including the following topics: 


Telephone Regulation—Depreciation—Original Cost Requirements of New 
Accounting Classifications — Public Utility Finance — Competitive 
Bidding—New Problems in the Regulation of Motor Carriers— 
Proposed Uniform Rules for Construction and Filing of 
Rates—Valuation—Training of Personnel for Public 
Utility Regulation—These and Others. 


OTHER 1939 PUBLICATIONS OF THE NATIONAL ASSOCIATION NOW AVAILABLE 
UPON ORDER: 
Report of Committee on Depreciation 
Glossary of Important Electric Rate Terms 
Glossary of Important Gas Rate Terms 
Report of Committee on Statistics and Accounts, Including Memorandum 
on Disposition of Acquisition Adjustment Accounts 
Interpretations of Uniform System of Accounts, Electric Utilities, E-2 
Interpretations of Uniform System of Accounts, Gas Utilities, G-1 
Interpretations of Uniform System of Accounts, Gas Utilities, G-2 
Interpretations of Uniform System of Accounts, Water Utilities, W-1 
Interpretations of Uniform System of Accounts, Water Utilities, W-2 
Rules Governing Preservation of Records of Gas Utilities 
Rules Governing Preservation of Records of Water Utilities 
Revised Annual Report form, Gas and Electric Utilities, Coordinated with 
new Uniform Systems of Accounts 
Revised Annual Report Form, Water Utilities, Coordinated with new Uniform 
System of Accounts 
Revised Consolidated Annual Report Form for Gas, Electric and Water Utilities, 
Coordinated with new Accounting Systems 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS | 
7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. | 
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OMORROW’S TREND 7ODAY 
..IN) TRANSFORMERS — 


Pennsylvania wishes to take 
this opportunity to extend to its 
manp friends and patrons cordial 
New Pear greetings, and to 
thank them for their hearty 
support during a successful 
pear just past. Map the pear 
to come be a prosperous one 


RANSFORIER COMPANY 


1701 ISLAND AVE. + PITTSBURGH, PA 
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°WALL= 
DREADNAUGHT 


Blow. Torches 


noted for their scientific design, rugged 
construction and low fuel consumption. 
They will operate efficiently in an in- 
verted position and at any angle and are 
manufactured from the highest grade of 
materials by experienced workmen. 








Every Dreadnaught is service-tested be- 


fore shipment, warranted to give satis- P, WALL MFG. SUPPLY CO. | 


faction and guaranteed against defects. PITTSBURGH PA 
; = 
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E review magazine of current opinion § The only magazine furnishing current 
and news relating to public utilities. and vital information on all subjects in- 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal { A magazine of unusual value and cur- 
regulation. rent stimulation to all persons holding 


J Issued every other Thursday—26 num- positions with, or having a financial in- 
bers a year—annual subscription $15.00. interest in, public utilities. 


volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bidg., Washington, D. C. 








—— 
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MAGIC MARGIN 


OPERATORS AGREE “It’s wonderful. 
MAGIC Margin makes the setting of 
margins a simple, automatic operation 
... It saves time—helps us turn out 
neater, more accurate typing faster.” 





“And that isn’t all,” these girls will 
add. “We like the New Easy-Writing 
Royal because it is modern through- 
out. Every feature, every control, is 
expertly designed to give the best re- 
sults with the least effort. There is no 
reaching or stretching—no straining of 
eyes, fingers, arms or nerves.” 


Give the New Royal THE DESK 
TEST ... Compare the Work! 
*Trade-mark, Reg. U. 8S. Pat. Of. 
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NEW MAP 


of the 


PUBLIC POWER PROGRAM 


Announcing the Publication of 


‘Federal Financing and Location 


Public Power Projects; 1933-1939” 


the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Suitable for framing and wall 
use (size 29 in. x 43 in.), the map 
should be ordered now by all those 
interested in the public power pro 


gram. 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. ¢. 
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THESE HEADLINES STRESS THE IMPORTANCE 
OF ADEQUATE LINE CAPACITY 
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i After a rural line is promoted, planned and built, 
"0 ‘ demands for power must be built up. There can 


be no happy ending to this story unless the line becomes 
a paying proposition. 

Can there be a happy ending to the story of your lines? 
, By insisting on A.C.S.R. conductors, you can make certain 
e that they’ll have sufficient current carrying capacity to 
become self-supporting. 

A.C.S.R. provides the highly desirable combination of 
high strength, resistance to corrosion and high conduc- 
tivity which makes possible the construction of high 
quality, low cost lines. A.C.S.R. has a long history, over a 
quarter of a century, of successful performance. 

AtuminuM Company oF America, 2134 Gulf Building, 
Pittsburgh, Pennsylvania. 
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meet all Requirements 


of modern water-cooled furnaces 


Water cooling must not only operate 
under a wide range of load and 
structural conditions (as illustrated by 
the typical settings shown) but also 
must serve many entirely different 
purposes in individual boiler furnaces. 


Some areas of water-cooled furnaces 
are designed to promote combustion 
—others, to temper gases. Fre- 
quently heat input must be limited— 
sometimes radiant heat must be ab- 
sorbed rapidly. Some constructions 


cooled construction can be used suc- 
cessfully for all present-day boiler- 
furnace conditions and purposes. 


B&W water-cooled furnace construc- 
tions have the diversity necessary for 
meeting all these demands and their 
range of applications is sufficiently 
broad to fit every requirement. 
Fundamental details and safety fac- 
tors necessary to proper operation 
and efficiency are common to each 


type. 


must facilitate removal of ash in 
liquid form—others must condition 
ash for ease of removal in the dry 
state. 


That's why B&W water-cooling has 
proved so successful in application 
to more than | 100 water-tube boilers 
of all types and sizes in the United 
Obviously no single type of water- States and Canada. 


The Babcock & Wilcox Company—85 Liberty St., New York, N. Y. 


This booklet upon request 


We will gladly send you 
a new 32-page _illus- 
trated bulletin on 
Water-Cooled furnaces. 
It shows many. typical 
boiler-furnace designs; 
illustrates seals, wall sup- 
ports, headers, studded 
tubes, and other fea- 
tures; tells of important 
requirements for water- 
cooling; describes typ- 
ical constructions. 


ATER-COOLED FURNACES 
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Installed in the plant of 


Central Illinois Light Company, Peoria, IIl. 
(Commonwealth & Southern Property) 


i. 


300,000 ibs. steam per hour, 900 ibs. pressure, 875° F. Steam Temperature 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
6T. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACE 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTIN@# 
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EVROLET TRUCKS 
FOR 1940 


Best Haulers:- 
Best Savers:: 


BUY A CHEVROLET 


ie EVERy WAY 
Au erolet Trucks Bring You 
‘amous Features 
New De Luxe Truck Cabs 
a 
Chevrole?! 
" Truck Engine 


New H 
YPoid R. 
< ear Axle 


Extra-Sturdy Truck Frame 
s 
New Full-Vis 


and “BEST SELLERS’ in Now Hi-ToutSatory Plans Gn 


‘he entire truck field! BRgtro awe 


hevrolet-—the nation’s largest builder of 
cks—now offers its great new line for 1940 
56 models on nine wheelbase lengths, all of 
em selling in the lowest price range! 


xtra-powerful Valve-in-Head Engines. . . 
itra-strong Hypoid Rear Axles ... extra- 
rdy truck units throughout . . . make all 
hese new Chevrolets gluttons for work, 
ether you choose a Sedan Delivery or a 
avy Duty Cab-Over-Engine model. 


And Chevrolet’s famous six-cylinder econ- 
hy ... plus the exceptional dependability 
d long life of Chevrolet trucks . . . means 
at all of them are misers with your money 


P 
erfected Hydraulic Truck Brakes 


Wiens ation 

'w Seal 

(with rm 
& 


Full-Floatin 
ig Re 
” (on Heavy Duty ona 
sf jonal mn hower Brokes, 2-Speed Reo, 

tional Heavy Duty models ot extra rod 


any 


am Headij 
Parking ra 


when it comes to gas, oil and upkeep. 


Choose Chevrolet trucks for 1940 and you 
choose the nation’s greatest truck values... 
the trucks that have proved their quality 
leadership by winning volume leadership .. . 
the best haulers, best savers and ‘‘best sellers’’ 
in the entire truck field! 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


ore than ever, the ‘“THRIFT-CARRIERS FOR THE NATION” 
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says Government and 


its “TAKE” exceeds the total 
income of the Western half of 
the United States—and the end 
is not yet. 


IN 1938, the income of the darkened 
area of this map was $17,696,000,000. 

But in 1938, Government, Federal, 
state and local, spent about $18,000,- 
000,000. 

That’s more than the entire West 
realized from all the products of its 
year’s work. 

It equals nearly 30 cents of every 
dollar the nation’s producers earned 
in 1938. 

And what did it buy? 

Well, for one thing it bought relief 
from distress for the needy. Everybody 
agrees to the rightness of doing that. 
But only one dollar out of six was spent 
for relief. 

Most of the other increases in spend- 
ing go for innovations in government 
service. 

The last few years have seen the crea- 
tion of 67 new Federal boards, com- 


missions, administrations and author. 
ities, agencies to supervise every activity 
of business from peanut-vending to 
steel production. Likewise, open and 
indirect competition with all business. 

The question is not whether these are 
desirable government functions. 

The question is whether the country 
wants expansion of government, which 
must be paid for by increased taxes— 

Or wants expansion of business, 
which pays in jobs and wages. 

For the increased money that now 
goes into government spending is the 
money that formerly went into new 
products, new factories, bigger pay- 
rolls. There isn’t enough in the earned 
dollar to go both ways. 





Less Taxes—More Jobs 





This message is published by 


NATION’S BUSINESS 


—a monthly magazine edited in Washington, 
where business and politics meet. Established 
1912. 315,000 business men and women sub- 
scribe. Begin reading Nation’s Business now. 
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What mahes a door EFFICIENT? 


ary 4 \ 


















































Or: yesh 4 


yan nt 
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to oa Y, 
ind : ae 
285, rap 
3 (ap 


opera: ould be weathertight, 
re "nari ought to be readily 
tty & eet the fast-growing de- 
ich & in door operation. 


wad 
ie j 

the way and out of 

Hy p no usable space, 


W 
he rength and low cost with out- 
va " tanding performance records— 
if for more than forty years! It 


ed will pay you to know alll about 
Kinnear door efficiency. 


‘ NAEP THE KINNEAR MANUFACTURING CO. 
2060-80 FIELDS AVE., COLUMBUS, OHIO 


Factories: Columbus. Ohic:: San EPramcisco, Calif. 





-Ya> Ge 
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Rate Changes! 





THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO 
NEWYORK BUFFALO PHILADELPHIA <),, ayy DES MOINES CHICAGO - COLUMBIA 
KANSAS CITY TULSA LosaNGcELES  ///4im 7Xtces - PITTSBURGH, PA MEMPHIS - OAKLAND HOUSTON 
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THE PROBLEM OF 
THE MOMENT FOR 


ACCOUNTANTS 
ENGINEERS 

CONSULTING ENGINEERS 
ACCOUNTING FIRMS 


PROPERTY RECORDS SYSTEMS: 


The 1939 report of the A.G.A. Committee on 
Property Records gives the combined experience 
of the Gas and Electric Companies that have 
had to meet this problem and their solution of it. 


It is invaluable to those who have yet to set 
up their system and organization and to those 
who must advise companies in the solution of 
this problem. 


This report is available at 


$2.50 for single copies 
Ten copies—$2.00 each 
Twenty copies, or more—$1.50 each. 





PLEASE ADDRESS ORDERS TO 


AMERICAN GAS ASSOCIATION 


420 Lexington Ave., New York, N. Y. 
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its accuracy durability, interchange- 
able unit construction, and low cost 
‘maintenance. Frost-proot because it 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCI >, ORE, DENVER, DALLAS, KANSAS CITY 
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PROFESSIONAL DIRECTORY 


°. These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re, 


ports, investigations, design and construction. < < « « ‘ 














THE AMERICAN APPRAISAL GOMPANY 
INVESTIGATIONS e VALUATIONS e REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO +« MILWAUKEE + NEW YORK + WASHINGTON «© And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


I 
PACKARD BUILDING Cope 











CONSTRUCTION Enai 

OPERATING COSTS ngineets 
VALUATIONS AND REPORTS 

CHICAGO PHILADELPHIA NEW YORK LOS ANGELES 


oxox, DOr, Bacon « Davis, anc. ner oss 


INTANGIBLES 


WASHINGTON 








LIVINGSTON, McDOWELL & CO. 
CERTIFIED PUBLIC ACCOUNTANTS 


Members 
AMERICAN INSTITUTE OF ACCOUNTANTS 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1518 WALNUT ST. PHILADELPHIA, PA, 
D. M. LIVINGSTON, C. P. A. ( PA.) 
FORMER MEMBER: 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Utility 
Consultants 


C. WHITFORD MCDOWELL, C. P. A. (PA.) (MD.) 














J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 
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SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO 


NEW YORK 


SAN FRANCISCO 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS + APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK « CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 











BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





JACKSON & MORELAND 


ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 














EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building 





Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
in connection wi' 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











CHENEY AND FOSTER 


Engineers and Utility Consultants 


61 BROADWAY NEW YORK 





SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 














Francis §. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 sOUTH MICHIGAN AVENUE, CHICAGO 











J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America .. 
American Appraisal Company 

American Gas Association 
Asplundh Tree Expert Company 





Babeock & Wilcox Company, The 
Barber Gas Burner Company, The . 
Black & Veatch, Consulting Engineers .. 
Burroughs Adding Machine Company 


Cc 


Carpenter Manufacturing Company 
Carter, Earl L., Consulting Engineer 
Cheney and Foster, Engineers 
Chevrolet Motor Division of General Motors 

Sales Corp. 49 
*Chicago Wheel & Mfg. Co. 
Cities Service Petroleum Products 

Inside Back Cover 

Cleveland Tr h Company, The 24 
*Collier, Barron G., Inc. 
*Combustion Engineering Company, Inc. 
*Corcoran-Brown Lamp Division 
Crescent Insulated Wire & Cable Co., Inc. 











D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers ... 
*Dillon, W. C. & Co., Inc. 
*Dodge Division of Chrysler Corp. ..................-..--. 





E 


Egry Register Company, The 

Electric Storage Battery Company, The 
Electrical ae Laboratories 

Elliott C 
Elliott Anion Machine Co., The 








F 


Fletcher Manufacturing Company 
Ford, Bacon & Davis, Inc., Engineers .. 
*Ford Motor Company 
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General Electric Company Outside Back Cover 
Grinnell Company, Inc. 35 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 


International Business Machine Corporation .... 
International Harvester Company, Inc. 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers .... 
Jensen, Brown & Farrell, Engineer 
Johns-Manville Corporation 
Jones & Laughlin Steel Corp. .... 


K 





L 


Lincoln National Life Insurance Company, The 
Livingston, McDowell & Co. 
Lumbermens Mutual Casualty C 


M 


*Mall Tool Company 
Manning, J. H. & Company ..................-cmen ack 
Martens & Stormoen 
Mereo Nordstrom Valve C y 











N 


National Association of Railroad & Utilities 

Commissioners 
National Carbon Company, Ine. ........:ccccme 
Nation’s enreg 
Neptune Meter 
Newport News shipbailding & Dry Dock Con- 

pany » 














P 


Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company ............ 


R 


Railway & Industrial Engineering Comey hes 
Recording & Statistical Corp. ............ i 
Remington Rand, 

Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Ther tat C y 
Royal Typewriter Company, Ine. 
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Sanderson & Porter, Engineers 

Sangamo Electric Company 

Silex Company, The 

Sloan & Cook, Consulting Engineers 
Sprague Meter Company, The 

Stone & Webster Engineering Corpo 
Superior Switchboard & Devices Co., The.......... 


Vv 





Vulcan Soot Blower Corp. 


w 


Wall, P., Mfg. Supply Co. -..................-:cc-ecenenenenenseem " 
Weston, Byron, Company , 
Wopat, J. W., Consulting Engineer ..........- 
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Whether You Buy A Tankful Of Gasolene 
Or A Carload Of Oil— You Can Be Sure Of 
The Quality Of CITIES SERVICE PRODUCTS 


THE QUALITY of Cities Service gasolenes and oils is guarded every step 
of the way from the oil well to you. For Cities Service Oil Company is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, courteous service. 


+ ~_>- —. 
, =] 


ITIES SERVICE S28 Serves A Nation! 
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URING the next-year four million 
autémobiles, equipped with sealed- 
beam. headlamps, will roll “onto the 
streets and ‘highways of this country. 
Now, millions of night-time drivers will 
experience far greater comfort and safety 
‘than ever before. 
_ With this change taking ‘place, many of 
us in the electrical industry might well 
. ask ourselves: “What does: this mean to 
_ ‘the industry? How will the public re- 
spondyto this better lighting? Will it 
tend eb hallify the need for better street 
and highwaly lighting?” 
To answer thése questions, let’s glance 
at the history of incandescent lighting in’ 
the home. A few years ago & 25- or 40- 
tO read 
: ci 4 millions of people & are teing 


watt lamp was. “good enough” 


Lael - 


with pridesto its new luminous arcs or 
ball-cluster ‘ificandescents. ‘One of the>| 
first results of ‘this was:a call for mon 
light in store windows and shops along | 
the way. 


The history’ of ‘lighting bears out 
fact that when people see what goo 
lighting can do,. their expectations— 
their standards—are raised. Good light 
ing, regardless of the source, has always 
been followed by: a’ call’ for’ still. more 
lighting. 


Thus the sealed-beam headlighting SYS 
tem—to which’ General Electric con- 
ee the Baru G-E sealed-beam 


‘highways. We feel. certain ha : 
lead to .a greater demand for 
gaa — ‘mot 





